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ITH sales mounting month after month 

—with dealers everywhere reporting 
that Silex, “the depression-proof appliance," 
is the “bright spot" of the year—the one 
appliance which can be bought with profit- 
confidence, Silex is a very important factor 
in the building of your connected load. 
And now—with this "Bride's Special’ backed 
by an intensive, hard-hitting advertising cam- 
paign—reaching 29,712,349 of the 29,904,633 
families in the entire United States through 
the pages of 13 great national magazines— 
Silex Glass Coffee Makers offer you an 
extra load building opportunity. 





The "Bride's Special” is the very latest Silex 
Glass Coffee Maker, the Delray Model, in 
black or red Moldex trim, with the newly 
designed Delray Stove embodying the famous 
Silex quick-cooling feature . . . brewing com- 
pleted without removing glass from stove; and 
Strainex for making delicious tea, "it strains 
as it pours”... a $6.05 value for only $4.95 
in black trim. Red trim... a $6.35 value for 
only $5.25. Also Kitchen Range Model 
"Bride's Special" with Strainex . . . a $3.55 Whether you merchandise or not, write 
value for only $2.95 in black trim. In red full details of how this “Bride's Special” 
trim, a $3.85 value for only $3.25. help build lqad on your line. 


The Silex Company Dept. (P), Hartford, Conn. 


THERE IS ONLY ONE 


i $1 € X 


TRACE MARK REGISTEREO US PAT OFF 


BREWING COMPLETED WITHOUT REMOVING GLASS FROM 
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The "Bride's Special,’ of course, offers a 
others, these exclusive Silex features: 
Brand Glass, guaranteed against heat b 
age; patented Silex Filter which assures 
clean coffee—free from all sediment. 
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Ride With Changing & 
Coal Prices | 


Coal burning equipment 
should be able to burn coal 
from any field so that you 
can shift your purchases to 
take advantage of changes 
in coal prices: Taylor Stokers, 
because of their design, have 
an outstanding reputation 7% 
for burning a wide variety 
of coals. Capitalize on this 
fuel flexibility] 

















Division: AMERICAN ENGINEERING COMPANY | 


PHILADELPHIA, PENNSYLVANIA 


Other P oduct A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO 


PUMP MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND ACHT AUX 
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OIL-FILLED 


aper-Insulated | Cables 








Okonite-Callender oil-filled cable provides an economical 
means of solving many problems that arise in operating 
high-voltage, underground systems. 


Among the important advantages of oil-filled cable are: 
Smaller outside diameters 


Greater insulation stability 
Greater allowable current carrying capacity 


It is recommended that oil-filled cable be given considera- 
tion in plant problems involving high-voltage, underground 
cables. We offer an active, practical engineering service for 
assistance in such studies. Our bulletin on oil-filled, paper 
insulated cables will be mailed upon request. 


THE OKONITE COMPANY R& 
PASSAIC, NEW JERSEY 

THE OKONITE-CALLENDER CABLE COMPANY, INC. 
PATERSON, NEW JERSEY 
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O™% hears so many jibes about taxes and 
the tax collectors that we were won- 
dering just why the Internal Revenue Bureau 
doesn’t do something about it in sheer self- 
defense. Taxes always have been unpopular. 
Even in the Gospel, the tax collector or publi- 
can was condemned along with scribes, Phari- 
sees, lawyers, and other folks who are sup- 
posed to have a hard task gaining the high 
places. Then too, there are the historic thrusts 
of Suetonius, of Burke, and of Macaulay. But 
has anyone ever had a kind word to say for 
taxes per se? 


WE scanned our lore in vain and still won- 
dered. In these days no one has anything 
against the revenue men personally, even 
though they may find it a bit risky to travel 
alone in some of our mountainous country, 
and the native Irish folks used to have a bad 
habit of throwing stones at them before the 
British separation treaty was enacted. Just 
the same, we all seem to begrudge the tax 
that the revenue man has the duty to col- 
lect or protect. 


THEN the thought came to us that the tax 
collector had never really advertised his busi- 
ness. After all, taxes do go to buy something 
—-street lights, fire and police protection, post 
offices, parks, TVA’s, and all that sort of 
thing. Why not sell the public the idea that 
they were getting more for their tax dollar 
than for—well let’s say for their automobile 


HERBERT COREY 


REA can perhaps lend an extra ten million 
easily, but can it collect it? 


(SEE Pace 523) 
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ALFRED G. BUEHLER 


How many days a year do you work for 
Uncle Sam? 


(See Pace 515) 


dollar or for their cigaret dollar, and so 
forth? 


WE mentioned the idea for what it was 
worth to a friend of ours who belongs to 
that lonely caste of officials connected with 
the Internal Revenue Bureau. “Trouble is,” 
we said lightly, “you’ve neglected your pub- 
lic relations. If you would spend a mere mil- 
lion or so on an advertising campaign, or 
on one of those more subtle public opinion 
guidance campaigns, the chances are you'd 
have folks glad to pay taxes—even rioting 
to get near the tax windows on March 15th.” 


Our Federal friend merely shook his head 
and assured us that the less said about the 
subject the better from the Treasury view- 
point. The reason, he explained, is simple; as 
bad as the tax burden may appear to be to 
the public, it does not seem nearly so bad as 
it really is, if the public only knew or com- 
pletely understood the situation. Any publicity 
about taxes, therefore, would only expose 
these unpleasant facts and arouse resentment 
among certain classes of folks who, today, 
labor under the pleasant illusion that they pay 
little or no taxes—to the Federal government, 
at least. 


Anp that is why, the revenue man added 
quite frankly, the tax collector is content to 
accept the bitter gall of public opinion along 
with the lucrative nectar of quarterly tt 
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ograph's intercommunicating System puts 
whole organization on your desk. With the 
of a key yOu have immediate access to 
information without dialing or waiting for 
operator. You may converse with any 
er member of the company or several at 
e in a low tone of voice, with both hands 
e to take notes, without even leaning over 
speak or hear. 






for 










ith Dictograph, no inter-office calls go 
ough the switchboard, no one must wait 
ile the line is busy, there are no annoying 
sll me backs," no "listening in" by the 
erators. And the switchboard is left free 
handle important outside calls. 







public relations. 










580 Fifth Avenue 





NUFACTURERS OF 





Dictograph’s Public Utility System is the key to improved 
A special Customer Contact Clerk, chosen 
for his ability to handle people, takes care of all customers who 
call in person to inquire about service, make complaints, ask 
for adjustments, etc. The Dictograph on the clerk’s desk puts 
him in immediate contact with any wanted reference source, 
cuts the time spent on individual transactions and leaves the 
customer with a favorable impression. 
tail the many advantages of this system. 


DICTOGRAPH PRODUCTS CO., INC. 





)UR WHOLE ORGANIZATION ON YOUR DESK 


In short, Dictagraph enables you to obtain 
instant, up-to-the-minute reports, to issue in- 
structions to several people in different parts 
of the building at once, to make instant de- 
cisions. It eliminates office visiting, keeps 
every man at his desk. 


Best of all, perhaps, Dictograph smoothes 
your day, oils the routine of business, leaves 
more time for planning and thinking. These 
systems can be adapted to fit any particular 
intercommunication need. Learn what they 
have done for other companies, what they 
can do for yours. Write today and ask for 


further information. 






Let us explain in de- 


NEW YORK, N. Y. 


Offices in All Principal Cities Throughout the World 
PRECISION 


EQUIPMENT SINCE 1319802 
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8 PAGES WITH THE EDITORS (Continued) 


mittances. “Let sleeping taxpayers sleep,” i 
the bureau’s tacit policy. 


5 


B= the taxpayers seem to be less and less 
inclined to sleep, as the tax burden grows. 
In this issue we publish ALrrep G. BUEHLER’S 
careful analysis of the tax situation with re- 
spect to public utilities. Mr. BurHLER has 
impressive background for anything he has to 
say on the subject of taxation by reason of 
his authorship of the following volumes: 
“Public Finance, ” “The Undistributed Profits 
Tax,” and “General Sales Taxation.” He is 
at present associate professor of economics 
at the University of Vermont. 


5 


Greer of street lighting, New Englanders 
probably have as much civic pride as any- 
one else and that, doubtless, is what made 
Alderman George E, Colby of Gardiner, 
Me., arise at a town meeting not long ago 
to protest the large number of flashing multi- 
colored beer signs along Market street. Visi- 
tors, he argued, might get the wrong im- 
pression about the country which gave birth 
to “Ten Nights in a Barroom,” and other 
commendable influences for temperance. But 
Alderman C. H. Williams was a bit. cannier 
about his civic pride. “If the beer signs are 
taken down,” he pointed out, “it will be nec- 
essary for us to install a street lighting sys- 
tem.” The whole matter, we understand, was 
forthwith tabled. 


As a result of the recent discussion in 
Congress as to whether or not REA should 
be given an extra ten million this year to 
bring the blessings of electricity to the farmer, 
Herpert Corey’s article in this issue on the 
subject of rural electrification (beginning page 
523) should arouse a timely response. This 
article follows, we should add, an equally 
timely but more sympathetic explanation of 
REA policies by Judson King, published in 
the March 3lst issue of the FortNniGcHTLy. 
Mr. Corey, well-known Washington journalist 
and former war correspondent extraordinary, 
needs no further introduction to FortNIGHTLY 
readers. 


* 


N this issue we are continuing with the 

third instalment of a four-part series of 
articles on the relative usefulness of federall 
financed power projects (beginning page 533) 
written by Dr. Henry Earre Rios, presi- 
dent of the American Society of Civil En-# 
gineers, and professor emeritus in the sub- 
ject of engineering at the University of 
Michigan. 
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be having 


HE telegraph companies ma 
but no one 


their troubles before the FC 
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HENRY EARLE RIGGS 


We are now spending 1938 dollars on 
air castles. 


(See Pace 533) 


can accuse them of failing to capitalize 
possible opportunities for increasing b 
Quite impressive was the recent display 
elaborate Easter greeting code mes 
could send for a mere pittance to any ) 
in America and even, we understand, by 
to some foreign countries. Nor do the ¥ 
companies confine their code greetings) 
holiday occasions. And this brings to mij 
cute item we recently noticed in The I 
Yorker which went as follows: 


“Of the Western Union Kiddieg 
form telegrams, of congratulations: 
birthdays or school promotions, party 
tations, and praise of good behavior 
may be sent anywhere in the country, 
25 cents—the most popular message 
1394, found under the heading ‘Admonil 
to Good Behavior,’ and running: 
your teeth, comb your hair, hurry to’ 
say your prayer, and before you kn 
I will be there.’ The reason for its 
larity (as you have guessed and 
Union undoubtedly hasn’t) is that br 
young men have taken to sending it 
grown-up little girls.” ¥ 


> 


[poorer decisions preprinted from Pi 
Utilities Reports may be found in 
of this issue. 


THE next number of this magazine 
out May 12th. 
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MANUFACTURED UNDER 
THE FOLLOWING PATENTS: 


105114 92009 1944439 
100868 2063388 2014140 
1923787 103460 1999612 


This design 1S OUTS»... 


We are proud to claim the design and development of all- 
metal public utility bodies as they are accepted in the field 
today. It was through our sponsorship that these standard 
flexible units with their innovations of safety, speed, and 
lower maintenance gained general approval. 

As the leading manufacturer of standard public utility 
bodies and equipment, we are also the only company devot- 
ing its efforts exclusively toward their development. 

To the buyers of this type of equipment we offer the advan- 
tage of a pioneer’s experience as well as the facilities for pro- 
ducing at a value never before possible. 

Throughout our development we have fortified 
ourselves with underlying patents to the extent 
that the production of similar bodies is vir- 
tually impossible without encroachment upon 
our patent rights. 


LARGEST MANUFACTURERS OF 
STANDARD UTILITIES EQUIPMENT 


FOR MOTOR VEHICLES 
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Remarkable Remarks 


“There-never was in the world two opinions alike.” 











—MonTAIGNE 
Louis GUENTHER “The largest part of our government debt is cof : 
President and Publisher, The trated in our banks.” 
Financial World. $ & 
. 2 
James F, Bett “Success in business now is looked upon with s 
Chairman of the Board, picion rather than with admiration.” 
General Mills, Inc. 
CHARLES F. KETTERING “Thinking is the one thing in the world no one ha 
Research Director, General ever been able to tax or put a tariff on.” 
Motors Corp. 
* 
Wa ter S. Girrorp “This country is entitled in good times and bad to thi | 
President, American Telephone best possible telephone service at the lowest  possibkit 
and Telegraph Company. cost.” : 
¥ : 
JostaH _W. BatLey “Capital will not flow if the property into which it 
U. S. Senator from North would flow may be occupied by men who will neither 
Carolina. work nor suffer others to work.” 










¥ 


F. H. PLaistep “A domestic merchant marine should not be built » 
Freight Traffic Manager, at the sacrifice of the railroads which are even more net 
Southern Pacific Lines. essary to the national defense.” 


> 


Bernarp M. Barucu “To regulate everything in a country of the size and 
Presidential adviser. complexity of ours is an infinite task for which there is 
little, if any, experience.” 

























> 











Gorpon BrowNING “The quicker people realize that there is no 
Governor of Tennessee. money in Washington or Nashville than is sent the 
you taxpayers the better off we will be.” 


¥ 


NEVILLE CHAMBERLAIN “Our object must always be to preserve those 
Prime Minister of England. which it is worth while to preserve without recourse! 
war. We know that in war there are no winners.” 


+ 


Joun E. Mizer “The construction of the Gilbertsville dam cannot} 

U. S. Senator from Arkansas. justified from the standpoint of power production, ? 
there is already a superabundance of power in the Tt 

nessee valley.” = 
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ALL CIPHERS ARE AUTOMATIC 


SEVERAL KEYS AT ONE TIME 
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REMARKABLE REMARKS (Continued) 


RicHarp W. LECHE “ ..no industry can long continue to consume raw m. 
Governor of Louisiana. terials, require services, provide payrolls, and em 
workers in the face of governmental pummeling 
strictive legislation, or political harassment.” 


¥ 


DonaLp R. RICHBERG “In many cases we have no present assurance that, 

Presidential adviser. majority want anything except the maintenance of a well. 
sanded arena in which they can cut each other’s throa 
in a free for all exercise of individual liberty.” 


rac hgid 


Peter MoLyNEAUX “The New Deal has not succeeded in conquering 
Editor and Publisher, The depression, but it ought to be kept in mind also 

Texas Weekly. New Deal did not create the depression, that the dé 

sion is more than three years older than the New 


* 


Eprtor1aL STATEMENT “Despite their obvious good intentions, those who) 
Railway Age. pose to save the railways by drastic slashes in | 
capitalization are straining at the gnat of fixed cha 

while they swallow the camel of operating expen’ eS 

taxes.” % 


> 


J. J. Pettey “The proposed law (to limit the length of 
President, Association of trains) would force the railroads of this country 
American Railroads. each year not less than sixty million additional and 
necessary train miles to handle even today’s somes 
reduced traffic.” ‘a 


¥ 


ArTHUR E. Morcan “Unless the agencies of government can penetrate 
Ex-Chairman, Tennessee hind strategy and intrigue and get at the essence of) 
Valley Authority. is being done by the government, and unless the gov 
ment can ‘buck up’ and look facts in the face, my 
siasms for government in business will necessa 
affected...” 
eo 


Georce W. Norris “While in my judgment this particular dam ( It 
U. S. Senator from Nebraska. ville) is less valuable for power than for either: 
control or navigation, if we should build the dam I 


it would be silly not to put in a wheel and run the! 
through a wheel and develop some power, even fh 
it is not the best kind of power, even though a gre 

of it is secondary power...” ms 


* 


Rosert E, HEALY “If the commission (Securities and Exchange 
Member, Securities and mission) ever decides to recommend to ‘Congress 


some system of disclosure through the medium of tt 
tration ought to be required as a protection to invé 
in connection with either the distribution or subseq 
trading in municipal securities through the facilities 
the mails and interstate commerce, it will say so clear 
and explicitly.” 


Exchange Commission. 
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ODERN Boiler, Fuel Burning 
and Related EGuijament 


For unit capacities from 1000 
to 1,000,000 Ib of steam per hr 





C-E& TYPES 
BENT TUBE—multi-drum, four-drum, three-drum, two-drum 
STRAIGHT TUBE—sectional header, box heoder (cross drum ond 
long drum) 
BO | LF RS FIRE TUBE—hbrt, vertical, internally fired, locomotive type 
MARINE—sectional header, bent tube 
WASTE HEAT—straight tube, bent tube, fire tube 
(C-E Boilers include all types known by the trade names Heine, Walsh- 
Weidner, Casey-Hedges, Ladd and Nuway) 





C-E TYPES 


S lJ p F R a FAT r RS various designs suitable for any superheat requirements and applicable 
to any type or size of water tube boiler; also a girth type for hrt boilers. 


Known by the trade name Elesco. 





C-E TYPES 
UNDERFEED—multiple retort, single retort (five designs) 
CHAIN GRATE—(three designs) 
TRAVELING GRATE—(two designs) 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





C-E TYPES 
both direct fired and storage systems ond a variety of designs of mills, 
burners, feeders and related equipment, including those known by the 
trade names Raymond and Lopulco. 





C-E TYPES 
both dry bottom and slagging pulverized fuel furnoces as well as 
extended surface and plain water-cooled wall constructions. 





C-E TYPES 
regenerative, plate and tubular air heaters ; continuous loop and flanged 
joint types of fin tube economizers. Latter known by the trade name 
Elesco. 





C-E TYPES ' 
suitable combinations of boiler, fuel burning and related equipment 
COM PLETE UN iS for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 
steam per hr. Also complete units of stondard design known by the 
trade names C-E Steam Generator, Type VU, and Combustion Steam 
Generator. 


Combustion Engineering Company, Inc., 200 Madison Ave.,New York » Canada: Combustion Engineering Corp Ltd. M 


COMBUSTION ENGINEERING 
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Educating Consumers to the Use 
Gas Pressure Regulators 


ASTE in gas may build loads—it surely does not 
build customer satisfaction. In the long run, gas 
economy leads to a wider use of gas fuel. Most progres- 
sive Gas Companies recognize the wisdom of recom- 
mending reliable Pressure Regulators, either on the 
line or the appliance. In this way they reduce com- 
plaints and service calls and increase operating safety. 
Built to Barber standards of precision, our regulators 
are carefully inspected and gas-tested for operation 
within a range of 3/10 pressure drop. Attractive, com- 
pact design is fully in keeping with the modern styling 
of today’s heating equipment. All bronze body, brass 
working parts, superior workmanship throughout. Sizes Made ta %°, Sa", 16° 
%4” to 1%” tested and certified by A. G. A. Testing ota Saree 
Laboratory. For permanent satisfaction, be sure the 
appliances you sponsor are equipped with genuine °. 
Barber Regulators. Write for complete Catalog i, 
prices and discounts on 
entire Barber line of Burnen 


BARBER 42°25 BURNERS se kerustors 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Obi: 





WALL BiG BRUTE 


DKEADNAUGHI 


o Splicervs Furnace-© 


Designed and built for 


PUBLIC UTILITY SERVICE | 





EXTRA WIDE TANK ADOPTED AS STANDARD BY MANY OUTSTAND- 


HINGED FLUE ING POWER AND TELEPHONE COMPANIES. | 
HEAVY BURNER WITH 





eo P. WALL MFG. SUPPLY CO. 
KEROSENE OR GASOLINE PITTSBURGH, PA. 
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TRUCKS and 
TRAILERS 


ys se - aad 
COT? SS Rae 


Developed for utility line work by GMC 
engineers. Built entirely in shops. 
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GRINNELL PREFABRICATION 





pressure. 
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tion on 
Ask for E 
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cuts field welds to th minimum 


The few field welds required\to install a Grinnell Prefabricated 
section are all of the plain circuiferential butt weld type—any ¢ 
pipe welder can make one or a Mandred uniform welds. 

Smooth in contour and inside suyface, thoroughly pretested and 

GRINNELL PREFABRICATION fied for insurance, Grinnell Prefakyicated Piping gives engineers 
advantages of basic and interpretiv® engineering, economy in cost 
: YE labor, easy, rapid erection and delively on schedule. 
Major Services: : 7 \ oh 
Find out how much more readily Gipnell prefabrication can 

WELDING BENDING complicated sections; multiple outlets;\ynusual bends. And rely on! 

LAP JOINT FLANGING vast resources of Grinnell to provide the dvanced plant fac h | 

NOZZLE EXTRUDING thinking and years of experience that will \ ke the job go right, it 


Company, Inc., Executive Offices, Providince, R. |. Branch 
principal cities. \ 


WHENEVER PIPING 1S INVOLVED 


Includes These Four 
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Service Regulator Style GV 


Simple design and rugged in construc- 

tion with only two moving parts, in- 

suring economy in maintenance and 

efficiency in service. Single unit 

double guided valve makes for 

positive seating. Two types; 
weight and spring loaded. 


Connelly Products: 


Iron Sponge and Un- 
mixed Oxide—Regulators 


ack Pressure Valve 


For preventing reverse 
flow in gas lines. Provides 


safety for industrial burn- 
ers using boosted air 
pressure. Light weight 
check disc insures opera- 
tion on low differential. 
Fa for Bulletin No. 301- 


for District, Station, Ser- 
vice and Appliance — 
Smyly Mercury Loaders 
—Caloroptic BTU Indica- 
tors — Distribution Sup- 
plies. 









IRON SPONGE AND 
_GOVERNOR COMPANY 


. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 


CONNELLY 


CHICAGO, ILL. 





New England Representative: 

















Black & Decker 


2) @ om Ge wa: are Mee Es 


MARYLAND 


PORTABLE 
TOWSON, 
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The Field Performance 
Of This Burnham Gas Boiler 
Equals Its Shop Test 


UST naturally no boiler manufac- 

turer deliberately handicaps a shop 
test. Everything is done under the 
most favorable conditions. If then a 
boiler can in actual field operation, 
equal the shop test, it makes you 
stop and think. 


As a matter of fact the Burnham 
was approved under the new A.G.A. 


requirements. 


There are very definite reasons for 
this boiler’s fine performance. Send 
for Catalog. Get the facts. See for 


yourself. 


Burnham Boiler Grbenate 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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h compressor in the rear, op- 
off the power shaft, this 


trac supplies air for the power 


bulldozer in front, it quickly 


Kkfills the ditches. 


een times, it moves heavy 
ferials—a Jack of many trades 


master of them all. 


ching the Cletrac in sound en- 


tering and sturdy construction 


complete line of working 
ipment — bulldozers, scrapers, 
compressors, welders, post hole 
ers, rock crushers, front end 
ders, winches, booms. 
ere’s a Cletrac for every job— 
en models from 22 to 94 
sepower, either gas, tractor 
ll or Diesel powered. In- 


tigate. 


E CLEVELAND TRACTOR COMPANY + CLEVELAND, OHIO 


r  eomion 


Crawler Tractors 


only tractors with controlled differential steering that keeps both tracks 
g at all times . . . on the turn as well as on the straightaway. 
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DAVEY LINE CLEARING SERVICE 


New Tree Growth Coniing 


®@ Check Present Clearance 


® Anticipate New Growth 
® Call a Davey Representative 
®@ Trim Promptly 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, O10 


DAVEY TREE SERVICE 








— Alley tool steels made to exacting 
specifications 

— Old craftsman methods of indi- 
vidual manufacture 

— The most rigid inspection and test- 
ing of each plier 

Klein methods are not mass production 

methods but for a man who demands a 


plier of Klein ny A A 
produce it pond the Klein 


Machin IF BN & Sere & Sons 








METER CHECKIN 
SERVICE 


Both time and use tend to make 
most electrical measuring instrv- 
ments inaccurate. 


As an aid to central stations in 
keeping meters accurate, Electrical 
Testing Laboratories offers a com- 
plete meter checking service... 
from the checking of standard and 
portable instruments at the Lab- 
oratories, to the furnishing of a 
skilled man to check and adjust 
meters that are permanently in- 
stalled. 


OTHER E. T. L. SERVICES. 
We have the equipment to test al- 
most everything that the modern 
utility buys, sells, services or uses. 
Such tests, our clients say, save 
them money in the long run. Book- 
lets describing these services will be 
sent on request. 


(ay TESTING 


NI LABORATORIE 


t End Avenue and 
New York, N 


ELECTRICAL 
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he PITTCO STORE FRONT CARAVAN 
R etu ans 


Bait 


Mec emRT 
Shee 


nother chance to tie up with this 


potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


PITTSBURGH. 
PLATE GLASS COMPANY 


This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory . . . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan ... and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 


Be 
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4 
SERVICE BILLING ’ 


CASH POSTING 





ARREARS BILLING 


LEDGER BALANCING — 


COLLECTION CONTROL 


METER DEPOSITS 


For complete 


and more informative records 


@ In re-equipping your accounting department, don't consider only 
your current Service Billing needs. This type of billing comprises only 
3% of present day customer accounting costs. 


@ Investigate the punched card method of accounting which, in addi- 
tion to Service Billing, will facilitate the handling of Cash Posting, 
Ledger Balancing, Discounts, and Arrears and Merchandise Billing. 
This method will also enable you to control Accounts Receivable, 
Meter Deposits and other important functions. 


@ This modern electric Accounting method offers complete and more 
informative records to the customer, the district offices, the customer 
service department and the management. Write for complete infor- 
mation today. 





give 
you ne 










_INTERNATIONAL BUSINESS MACHINES CORPORATION 


WORLD HEADQUARTERS BUILDING " BRANCH OFFICES IN 
590 MADISON AVENUE, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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ECONOMIZE 


i‘) yo 





yy MODERNIZE Y 


CHEVROLET'S 
LOW 
FIRST COST 


CHEVROLET TRUCKS 


give the power and performance 
ov need...and with low operating 


and maintenance costs 





OUR TRUCK EQU 





Tons 
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IPMENT 





ANY savings in your haulage or 
delivery costs may be made by 
modernizing now with 1938 Chev- 
rolet trucks. Save by taking advan- 
tage of Chevrolet’s low truck prices. 
Save on gas and oil, on daily mainte- 
nance expense—and on month- 
after-month upkeep costs. Chev- 
rolet trucks lead in economy—in 
durability and dependability. But 
first, get the facts that will convince 
you that, regardless of the job to be 
done, ruggedly-built new 1938 Chev- 
rolet trucks are the trucks for your 
job. Call your Chevrolet dealer today. 


General Motors Instalment Plan—Convenient, 
Economical Monthly Payments. A General 
Motors Value. 
CHEVROLET MOTOR DIVISION 
General Motors Sales Corporation 
DETROIT, MICHIGAN 







chevrolet “THE THRIFT-CARRIERS FOR THE NAT 
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MORE AND MORE IN DEMAN 


For Breaking, Digging, Drilling, 
Tamping and Driving 


@ Lower in first cost because they eliminate expensive auxiliary 
equipment . . . offering additional opportunities to save time and 
money each time they are used . . . Barco Portable Gasoline Ham- — 


mers are classified as "indispensable" by a wide variety of industries, 


BARCO MANUFACTURING CO. 
1803 W. WINNEMAC AVE. CHICAGO, Ill. 


BARCO,.." iseun, 
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a mushroom growth 


The precision methods, the modernized preci- 
sion machine tools, improved gauges and other 
refinements in manufacturing developed by 
Neptune in making Trident and Lambert Water 
Meters were not adopted “overnight.” They 
are the climax of 46 years of experience and 
of pioneering in the art of making better water 
meters better ... and better . . . and better. 


THE NEPTUNE METER CO.—THOMSON METER CORP. 


5 hg 50 WEST 50th ST. (Rockefeller Center) NEW YORK CITY 


NEPTUNE METERS, LTD., 345 Sorauren Ave., Toronto, Can. 


OR INTERCHANGEABILITY .. . FOR QUALITY... PICK LAMBERT & 


TRIDENT 
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From central station to the most remote 


rural resident, Aleoa Aluminum is serv- 


ing the power industry. You'll find it as 


bus bars in generating plants and sub- 


ant i 


stations, as conductors (Aluminum Cable 





Steel Reinforced) on high voltage trans- 


mission lines, on lower voltage tie lines, 


of 


¥ 


and in the vast network of lightly loaded 





rural taps. 


ah 
L 
C 
O 
4A 
A 
L 
U 
M 
i 
N 
U 
M 


ALUMINUM COMPANY OF AMERICA 


2134 Gulf Building, Pittsburgh, Pa. 
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NORDSTROM Valves 
Valves the “Seald 
In Pn pr yee lubrication 
— Labricant 
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RIFUGAL 





Rigid quality stand- 
ards and over 60 


years of experience 








combine to make 


American-Marsh 






Pumps a long-time, 






profitable invest- 









ment 










ROCATING 


P 
RECI NPs 


z 





No matter what your pumping 

problem, American-Marsh Engi- 

neers can help you get results ti — 
with utmost economy. Write us 

for Bulletins. bd 
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(rst Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 


the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢$¢¢ 4 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. 


PE RIS 
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““SUPER-DREDNAUT” COOL GoOG6 
FOR “HOT WEATHER” 


hot weather. Ventilation holes all, around the cup, extra wide screen area, light in 
and Non-Rubber headbands are reasoas why Super-Drednauts are the ideal summer goggles 
why workmen prefer them. 


They swear by them too, because of the ADDED protection which Super-Drednaut ¢ 
curved lenses provide. : 


And remember, the one feature that undoubtedly furnishes the greatest comfort of all tog 
wearers, especially in hot weather is the Super-Drednaut Non-Rubber Headband — the 
headband of its kind on the market today that—does not contaill 

rubber—maintains a uniform tension indefinitely—stays 

for keeps—can never be injured by over-extension 
not affected by hot weather, moisture, perspiti 
oil or grease. It is the one headband that elimi 
completely all the annoyances so prevalent in the 

style elastic headbands. 


Send TODAY for a Super-Drednaut Goggle witht 


Non-Rubber Headband and inspect its outs 
advantages for “Hot. Weather” use. 


Super-Drednaut 50-S Goggles & 
THE SAFETY EQUIPMENT SERVICE COMP#/ 


Buell W. Nutt, President : 1230 St. Clair Avenue, Clevel: 
Manufacturers of a dient Line of Accident-Prevention Equipment 
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Buckeye avy TCHERS 


i pai 
11 digs trench 111" 
wide, depths to if: 
* 


12 digs trench 14!/" 
wide, depths to a: 


Spas perevemmge EEN 


ae eet 


ie ee 


\CCURATE.... Lou'cout ditching 


C4 Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 

ORIGINATORS condition short of rock is too difficult and you have available 
of the, the power and the choice of digging speeds that make re- 


markable savings in time. When you buy a Buckeye you are 
WHEEL: TYPE getting a machine into which has gone all the pi ln skill 

DITCHER and experience that comes from well over a third of a century 
: of building trench excavating machines, in use wherever pipe- 
lines are laid, the world around. 


BUCKEYE TRAILER 


ease in transporting Buckeye Ditch- 

, investigate the advantages of these 
gged, easily loaded trailers—built in 
10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO., 
: FINDLAY, OHIO 1 
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>» and, as a result... 


IMPORTANT SAVINGS 


IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by John 
Manville to lower cost and increase efficiency ( 
electrical distribution, Transite Conduit is a strikin 
example of how well this purpose has been accomplished 
Made of two imperishable materials—asbestos at 
cement, Transite Conduit is strong, permanent, corrosiol 
resistant, fire- and weather-proof. 
UNDERGROUND, Transite’s strength permits installation with 
out an envelope. “Concreting-in” costs are eliminated —instal 
tion savings large. And Transite’s high resistance to corrosid 
assures virtual freedom from maintenance. 
ABOVE GROUND-— in any exposed location—Transite Condu 
is weatherproof. Incombustible, it is unharmed by smoke ¢ 
corrosive fumes. Hence, it offers the economy of permand 
efficiency, at negligible upkeep, throughout its years of servic 
Utility executives concerned with lowering electria 
distribution costs ... and keeping them low ...' 
find it profitable to get all the facts on the many # 
vantages of this modern conduit. For details, addr 
Johns-Manville, 22 E. 40th St., N. Y, C. 
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ONE-STEP METHOD 
or BILL ANALYSES 


R&S ONE-STEP METHOD 
gives complete customer 
currently at 
than periodic 
studies. Controlled accuracy 
eliminates re-checking and 
reanalyzing necessitated by 
other methods. Direct com- 
pilation from your billing 
register, or other customary 
record, eliminates advance 
paration, field work, and 
uption in your regu- 

lar routine. 


R & S Bill Frequency 
Analyzer is the practical 
answer in making complete, | 
accurate consumption anal- 
yses. Provides full informa- 
tion in a single step at | 
about 50% less than the 
cost of former methods. 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 

The kw.-hrs. billed are entered on the adding machine keyboard. A tape 

is prepared of all items and a ption total lated ich serves as 

a control. At the same time—through this single operation—the bill count 

for each kw.-hr. step is made by the electrically controlled accumulating 
registers. 








A continuance of frequent rate 
changes—the necessity of checking 
load-building activities—the pressing 
need for current data on customer 
usage—are but a few of the reasons 
many Operating and Holding Com- 
panies are using R & S ONE-STEP 
METHOD to analyze and compile in- 
formation required for scientific 
rate making. They have not only 
reduced the costs on this work, but 
have obtained monthly or annual 
bill-frequency tables in a few days 
instead of weeks and months. 


g 
i 
eee CoO4v4tcev4s4eeso 3 


EOOUCY FON 


It is to your advantage to investi- 
gate R & S service on Current and 


Special Bill Analyses. Let us ve 
The ONE-STEP METHOD is a simple, accurate basis for rate the economy of the ONE P 
making. The number of bills from the machine multiplied by kw.- METHOD by . 
brs. gives the total consumption in each block. From this record y an estimate on your 
cumulative totals of bills = kw.-hrs. are prepared through requirements. 

each step. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal 
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GIVE ROYAL 


THE 
SAID THE VICE-PRESIDENT 


..- THE RESULTS justified his judg- Writing Royals save time and money, turn 
ment, and long before the 10 days were up! out finer typing, more of it, at lower cost. 
Letters came through faster, they were better Why not let your secretary try a Royal? See 
looking, right the first time—in the mails for yourself! Royal Typewriter Company, 
earlier! In that office, THE DESK TEST Inc., 2 Park Ave., New York. Factory: 
proved—just as it will in yours—that Easy- Hartford, Connecticut. 


% The DESK TEST is a fact-finding 
trial. It costs nothing, proves everything. 
Phone your Royal representative for in- 
formation, or use the coupon below. 


WORLD'S NUMBER 1 
TYPEWRITER 


Werld’s largest company devoted exclusively to the 
manufacture of typewriters. Copyright 1938, Royal Typewriter Company, Inc. 


GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. 
tment WPU-4288, 
2 Park Avenue, New York City. 
@ Please deliver an Easy-Writing Royal 
to office for a 10-day DESK 
- 1 understand that this will be 
done without obligation to me. 
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When the ultimate j 
deaerating performance 
is demande 


Below: Elliott 600,000-Ib. per hr. Expensive, high-pressure, high-temperat 

horizontal welded steel plate de- boiler equipment must be adequately » 

eres Doar bee cae Rane. tected against corrosion troubles, Tf 

sure boilers installed to furnish deaerating unit must do a dependab 

steam for a “topping” turbine in % ~ 

the Rivesville, W. Va. plant of outstanding job. 

oa My nang see Begg ic , Utility plants have come to Elliott C 
pany for deaerator and deaerating heat 
units to serve their high-pressure boile 
The illustrations show two typical horizon 
steel-plate deaerating heaters recently 
nished public utility stations, where the 
quirements are “zero-oxygen” feed wats 
heated to the saturated temperature of { 
steam supplied the heater. 

The operating principle of Elliott deae 
ing heaters, plus careful attention in app} 
ing design factors, permits the attainme 
of this exacting performance. Elliott heate 
are designed for any operating conditic 
or capacity needed. 






a | 


At right: Elliott 1,200,000-Ib. 
per hr. horizontal welded steel 
plate deaerating heater for 
“sero-oxygen” performance in 
connection with a super-im- 
posed turbine unit in the 





Waterside Station of the New 
York Edison Company. 


ELLIOTT 
COMPANY 


Deaerator and Heater 
Dept. 


JEANNETTE, PA. 


District Offices 


in Principal Cities 
ELLIOTT pveEAaERATORS 2 


N-938b 
c 
DEAERATING Feed-water HEATER) 
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28 TA { American Water Works Asso. concludes annual meeting, New Orleans, La., 1938. 

{ Society of Automotive Engineers opens regional meeting, Cleveland, ‘Ohio, 1938. 

29 F ] American Society of Civil Engineers, Texas Sec., convenes, pone, Fem 1938. 
Maryland Utilities Association starts convention, Baltimore, Md., 

30 Se { Electrochemical Society ends spring meeting, Savannah, Ga., 1938. se 
| S { National Petroleum Association will hold meeting, Cleveland, Ohio, May 13-15, 1938. 
2 17M. feee of Commerce of the United States starts annual convention, Washington, 
3 T# 1 Phe Independent Telephone Association starts meeting, Columbus, Ohio, 1938. 

Pennsylvania Gas Association convenes for session, Sky Top, Pa., 1938. 
4 W { American Society of pieshontens Engineers will hold national oil and gas power meeting, 
Dallas, Tex., May 15-18, 
5 


7 ees Acsetetion of Mayors and Other Municipal Officials begins meeting, Columbia, 
0.5 ‘ 





J Indiana Gas Association will convene for session, Gary, Ind., May 16, 17, 1938. > 




















7 { Wisconsin State Telephone Association and Wisconsin Locally Owned Telephone Group 
will hold meeting, Madison, Wis., May 17-19, 1938. 
8 { American Gas Association will hold production and chemical conference, New York, 
N. Y., May 23-25, 1938. 
9 14.¢ Natural Gas Department opens meeting, New Orleans, La., 1938. 
Nasiondi Fire Protection Association convenes, Atlantic City, N. J., * 1938. 
10 Tz 1 pape States Independent Telephone Association will hold conference of Classes A and 
B Companies, Chicago, Ill., May 25, 26, 1938. 
| Ww 








{ Indiana Telephone Association begins meeting, Indianapolis, Ind., 1938. 
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Pioneer American Lighthouse at 
Cape Henry (1791) 
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The Swelling ‘Tax Burden 


It daily becomes more evident, in the opinion of the author, that tf a 

miracle does not occur, new taxes are inevitable and that there will 

be no choice other than a resort to new income taxes on smaller in- 

comes and a general sales tax, presumably a manufacturers’ sales tax 

exempting so-called necessities. The utility situation—trends and 
reforms. 


By ALFRED G. BUEHLER 
ASSOCIATE PROFESSOR OF ECONOMICS, UNIVERSITY OF VERMONT 


that public utilities now face 

are those arising from taxation. 
The increasing load of taxation that 
necessarily accompanies heavy govern- 
ment spending, and the complexities 
and inequalities that result from cer- 
tain types of taxation and from the 
division of responsibility for tax ad- 
ministration among the multitude of 
local, state, and Federal governments 
are causing public utilities grave con- 
cern. The long-time trend in taxation 
is upward rather than downward. Tax 
payments slump off during a business 
recession with the lower profits and re- 
ceipts, but the downward trend soon 


A i the momentous problems 
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reverses itself and taxes soar upward 
again. Because the nation has climbed 
to a permanently higher plateau of 
spending it must also labor to a higher 
level of taxation. Federal tax pay- 
ments especially must be larger if the 
budget is to be balanced. The nation’s 
tax bill of $12,000,000,000 or more in 
1937, to which the public utilities, per- 
haps, contributed in the neighborhood 
of $900,000,000, must be surpassed if 
public debts are not to continue rising. 

The trends in Federal taxation, ex- 
penditures, and debt have been forecast 
by the recent messages of President 
Roosevelt to Congress. The President 
has predicted minimum annual Fed- 
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eral expenditures of $7,000,000,000. 
Gone are the days of four and five bil- 
lion dollar budgets. Now Federal ex- 
penditures of seven billions a year must 
be considered normal. The situation 
becomes even more astounding when 
we reflect that to this sum must be 
added further outlays if the Federal 
debt is to be reduced. In only one year 
in our history have ordinary Federal 
receipts, including taxes and postal 
revenues, risen to seven billions of dol- 
lars, and that was in 1920 during the 
era of war financing. 


HE President has warned that tax 
revision must not lower total tax 
revenues or open up old loopholes of 
avoidance, but must be confined to re- 
moving inequalities in tax burdens. He 
has proposed no relief for the moderate 
size and larger corporations, but has 
expressed great solicitude for the small 
business men who have been pinched 
by taxation. Recent presidential utter- 
ances on taxation are reminiscent of 
his tax philosophy of 1935 and 1936, 
which has been openly sympathetic to 
the numerous and politically important 
small concerns and hostile to the larger 
corporations. The tone of the Presi- 
dent has become somewhat milder, 
however. He has declared, “The over- 
whelming majority of business men 
and bankers intend to be good citizens.” 
The fundamental opposition of the 
President toward industrial concentra- 
tion and the concentration of wealth 
continues, however, and neither “big 
business” nor the wealthy need look for 
tax reductions unless Congress refuses 
to accept the advice of the President. 
The budget message of the President 
has forecast deficits of approximately 
a billion dollars in the fiscal years 1938 
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and 1939. If the business situati, 








does not improve, the deficits may | ~ 
larger. Expenditures, exclusive of dell | 
retirement, are to be reduced from th a 
$8,000,000,000 of 1937 to $7400 7. 
000,000 in 1938 and to $6,900,000,0 a 





in 1939 by slashing off considera} 
sums from public works and unemplo 
ment relief. These are only the pre 
liminary forecasts of the Presiden 
however, and the picture may becom 
more gloomy as expenditures rise du 
ing the business recession and as th 
costs of military protection go w 
There is the further possibility that ts 
revenues may fall below the estimate: 
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June 30, 1939, a rise of over two bi 
lions in two years. The mounting deb 
is to be accounted for in the failure o 
tax receipts to keep up with expendi 
tures. Federal tax payments are p 

dicted to be $6,321,000,000 in 1938 
and $5,919,000,000 in 1939, as com 
pared with $5,294,000,000 in 1937, 
















The President prayerfully hopes thm T 
business will improve so that tax colgg cent 
lections will rise and relief expendig§ sion, 
tures will fall. The recent tax policieg§ pens 
of the government, it should be noted In t 
have counted heavily on good luck. I@ taxe 
has been consistently hoped that the nag 500, 
tional income would rise so fast witigg than 
the growing prosperity the government oper 






was trying to nurture, that the existing 
taxes would suffice to balance the budg 
et. It daily becomes more evident, if 
a miracle does not occur in the formo 
sudden and great prosperity, that nev 
taxes are inevitable. 
Two new major sources of 

revenue are available that will probably 
eventually be tapped, excluding any u! 
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expected gains from an improved 
economic situation. These are heavy 
taxes on the lower and middle incomes 
and a general sales tax of some variety. 
The government has struggled to 
avoid heavier taxation of the masses 
because of the mass opposition to it, 
but when other alternatives have been 
exhausted there will be no choice other 
than a resort to new income taxes on 
the smaller incomes and a general sales 
tax, presumably a manufacturers’ sales 
tax exempting so-called necessities. 
B Kenic: are the unpleasant possibili- 
ties, of course, that the Federal 
debt might be repudiated, be canceled 
by currency inflation, or be carried at 
approximately the present level by re- 
funding it into perpetual obligations on 
which interest alone would be paid. 
Neither the President nor the Treasury 
has asked for major increases in taxa- 
tion, so the day of doom is being in- 
definitely postponed when budget 
balancing will call for fresh, though 
unwelcome, imposts. 

The plight of the railroads has re- 
cently been the subject of wide discus- 
sion, because of their unfavorable ex- 
penses, including higher tax payments. 
In the first ten months of 1937 the 
taxes of class I railroads were $279,- 
500,000, or over $19,000,000 more 
than in the same period in 1936. Gross 
operating revenues and operating ex- 


q 


517 


e 


penses were about $200,000,000 more 
than in the same period in 1936, but 
expenses were showing a marked tend- 
ency to run ahead of revenues in the 
latter part of 1937. The Association 
of American Railroads has recently de- 
clared that in the period 1933-1937 
railroad taxes rose 25 per cent, the 
costs of various objects purchased went 
up 40 per cent and wages 18 per cent, 
while freight rates were lowered 10 per 
cent and passenger fares 18 per cent. 
With the spreading of the business re- 
cession, the situation of the railroads 
has become more serious. In such a 
predicament, a large tax bill is an 
onerous item of expense. The plight 
of the railroads must be traced to fac- 
tors more fundamental than taxation, 
but the large tax payments are a heavy 
burden when their financial position is 
acute. 


HE taxes of the telephone, electric 

light and power, and other utili- 
ties have also been advancing, but these 
utilities are, in many cases, in a 
stronger position than the railroads. 
The American Telephone and Tele- 
graph Company reported net income 
of $191,325,000 and taxes of $133,- 
446,000 for the year ending November 
30, 1937. In the year previous taxes 
were $115,609,000. The taxes of 
electric light and power companies, ac- 
cording to one survey, were $306,067,- 


“It ts estimated that the gross Federal debt will be $38,528,- 
000,000 on June 30, 1939, a rise of over two billions in two 
years. The mounting debt is to be accounted for in the 
failure of tax receipts to keep up with expenditures. Federal 
tax payments are predicted to be $6,321,000,000 in 1938 
and $5,919,000,000 in 1939, as compared with $5,294,000,- 
000 in 1937.” 
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000 in 1936, when net income was 
$462,085,000. Information from vari- 
ous quarters indicates that public 
utility taxes were generally larger in 
1937 than in 1936. The Detroit Edi- 
son Company, for example, reports 
taxes of $7,704,000 in 1937, an in- 
crease of 10 per cent over taxes in 1936. 

The electric utilities, along with 
other utilities, have felt the increasing 
government pressure for lower rates 
but higher taxes. The taxes collected 
from utilities may also be turned into 
government expenditures for the bene- 
fit of competing government or private 
utilities. The inconsistencies in the 
present rate-making and taxation poli- 
cies reflect the changing cross currents 
in politics, the purpose to increase the 
pressure upon public utilities in order 
to force them “to behave,” and the 
more insistent needs of governments 
for revenue. 


| amos corporation taxation is in 
need of thorough-going reforms. 
The undistributed profits tax, which 
was adopted both for revenue and cor- 
porate regulation, has been condemned 
everywhere in business circles. Public 
utility executives, manufacturers, mer- 
chants, real estate boards, bankers, ac- 
countants, lawyers, tax economists, 
and certain high government officials 
have joined in denouncing this un- 
popular tax. The government, how- 
ever, is committed to the revision of the 
undistributed profits tax rather than to 
its repeal. The President has asked 
some special tax concessions for the 
smaller businesses but is apparently op- 
posed to reducing the tax for the larger 
corporations. The Secretary of the 
Treasury has taken a similar stand on 
the issue. Secretary Wallace has sug- 
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gested that concessions should te 
granted where earnings are retained 
for financing business expansion. The 
criticism of the tax by the Interstate 
Commerce Commission, the Securities 
and Exchange Commission, and by the 
chairman of the Reconstruction 
Finance Corporation should also be 
noted. 

The Securities and Exchange Com- 
mission recently permitted the Com. 
monwealth Gas and Electric Com. 
panies, a subsidiary of the New Eng. 
land Power Association, to pay a divi- 
dend of $47,255 out of capital surplus 
to avoid payment of the undistributed 
profits tax. The company had a net in- 
come of $61,337 for the first nine 
months of 1937, but its earned surplus 
account showed a deficit of $8,799 on 
September 30th. This was canceled and 
a capital surplus was created by reduc- 
ing the total expressed value of the 
company’s stock by $70,136. 


N spite of general business opposi- 
tion to the undistributed profits tax 
there is little likelihood of its immedi- 
ate repeal unless a revolt against 
presidential influence breaks out in 
Congress. The tax has been blamed by 
many business executives as a majot 
factor in the recent recession of busi- 
ness. The tax has penalized the reter- 
tion of earnings for desirable purposes, 
has rendered capital financing mort 
difficult, and has dampened somewhat 
the enthusiasm of business and conf: 
dence in government. But its depress 
ing effects appear to have been greatly 
exaggerated. New security issues wert 
at a low level in 1936 and 1937, while 
undistributed profits were being great 
ly reduced by cash dividends, but the 
restricted business financing was dut 
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Federal versus State Utility Taxation 


nat 38 HE Federal government has more resources at its command 
for assessing interstate enterprises than the states and 
should be able to perfect a more effective tax administration than the 
states. There is the danger, on the other hand, that the Federal hosti- 
ity to public utilities and to large corporations in general might result 
in heavy restrictive taxation and that a greater centralization of 
power at Washington might seriously weaken the private ownership 
and management of public utilities.” 





primarily to the unfavorable outlook. 
The general decline in business in the 
latter half of 1937 was engendered by 
forces more fundamental than onerous 
taxation, although the undistributed 
profits tax accentuated the decline. 

The present undistributed profits tax 
is defensible neither as a revenue nor 
asa reform measure. The proposal of 
the subcommittee of the Committee on 
Ways and Means to raise the normal 
profits tax rate to 16 per cent for cor- 
porations with net incomes over $25,- 
000 with an additional tax at a rate of 
4 per cent on undistributed profits will 
be welcomed by business as a substan- 
tial improvement. The exemption of 
corporations with net incomes under 
$25,000 from the undistributed profits 
tax and the lower normal profits tax 
tates imposed upon them are political 
maneuvers that will win favor among 
small undertakings at the expense of 
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higher tax rates on the larger corpora- 
tions. 


Wy the undistributed profits tax is not 
repealed, its worst features, at least, 
should be eliminated. Corporations 
should be allowed two and a half 
months after the close of the business 
year in which to determine their net 
income and their proper dividend policy 
instead of being compelled to estimate 
their profits and pay dividends before 
the close of the year. Some allowance 
should be made for losses in previous 
years and debt-ridden corporations and 
those in a weakened financial condition 
should be allowed necessary conces- 
sions. It is not certain that an equitable 
undistributed profits tax can be devised 
that will be practicable of administra- 
tion. If the tax must remain highly 
inequitable and perplexing in its ad- 
ministration, it is wise to abandon it. 
APR. 28, 1938 
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The present tax is a monument to gov- 
ernment stupidity and haste in enact- 
ing a little-understood measure despite 
the warnings of many competent per- 
sons. 

The Federal corporation tax system 
has become extremely complex; its in- 
equalities are many and serious; it 
causes great inconvenience to the tax- 
payers, and its administration is cum- 
bersome. The impracticable excess 
profits and capital stock taxes should 
be relinquished. They do not supply 
great revenues and are inherently un- 
equal and weak in their administration 
because of the difficulties, which are at 
present insuperable, in determining the 
value of corporate investments as a 
basis of taxation. 


HE taxation of capital gains is a 

thorny subject upon which there 
is much disagreement today, but the 
present practice of taxing capital gains 
and limiting the deductions for capital 
losses is anomalous. If capital gains 
are income for tax purposes, capital 
losses are logically permissible deduc- 
tions. There is, apparently, no satis- 
factory way to tax capital gains. They 
do reflect an increased ability to pay 
taxes, but only where the gain in capital 
value is real and is not due simply to a 
rise in the general price level. Un- 
realized capital gains also reflect a 
greater ability to pay taxes, but it is 
highly difficult, if not impossible, to 
reach them. 

The immunity of the income of gov- 
ernment securities and the salaries of 
government employees from taxation 
by other governments is receiving in- 
creasing criticism. The tax-exempt 
security should be abandoned, along 
with the immunity from taxation of 


APR. 28, 1938 


government employees in the interest, 
of justice in taxation and also becauy 
of the increased revenues that would re. 
sult. 


tre growing burden of Federal 
taxation and the need for reforms 
have been indicated. Some attention 
should also be given to the problems of 
state and local public utility taxation 
The most important public utility taxes, 
from the standpoint of the amounts 
paid, are those upon property that are 
imposed by the state and local govern. 
ments. Property taxation in genera 
has long been honeycombed with 
abuses. Even small properties such a 
dwellings, which are relatively simpk 
to assess, are unequally and ina 
curately assessed. 

The equalization process merely 
glosses over the original inequalities in 
assessment. The taxes on public utility 
and other property are inflexible 
charges that do not vary in direct pro- 
portion to changes in the value of the 
property, although these taxes are sup- 
posedly levied on a fair value. If 
property taxes were based upon the an- 
nual income, capitalized at the current 
rate of interest, these ‘‘annual value” 
taxes would closely correspond with 
the changes in the income produced by 
the property. The objection commonly 
raised to annual value taxes is that they 
would fluctuate seriously in their ar 
nual yield to the great disadvantage of 
governments, but there is much to be 
said for them. 


es problems that arise in the as 
sessment of small simple propet- 
ties for taxation are multiplied in the 
assessment of the complex technic 
properties of public utilities that may 
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operate over a number of states. The 
evils of unequal assessment and the 
costs of assessment could theoretically 
be overcome by the resort to taxes on 
arnings, but the opinion still prevails 
that the taxes on public utilities should 
be equalized with the taxes on other 
property, and this requires the deter- 
mination of the value of public utility 
property. 

If the local governments confined 
themselves to real estate taxation, 
and if the states taxed public utilities 
independently of other businesses and 
property owners, the attempt at equal- 
izing the taxes on the going concern 
alues of public utilities and other 
properties could be abandoned. 

A tax could be laid on either gross 
or net earnings, or a combination of 
both, in lieu of the property tax. If 
it may be assumed that rate regulation 
is intended to keep the rates of return 
on public utility investments, on the 
pverage, to a fair level, then the tax 
pad would be limited by the amount of 
axation that could be included in a 
fair rate for the service of the utility. 
If the rate of return on the investment 
ere below what was considered a fair 
eturn or a fair value of investment, 
his might be used as an argument for 
ax exemption. 


OME public utilities earn less than a 
fair rate of return on the invest- 
ment, others more. It would therefore 
be difficult to adjust taxation to the 
rate of return. It might be concluded 
that the rate of taxation should vary 
with the rate of return on the invest- 
ment, but such a scheme would penalize 
the more efficient and enterprising 
utilities as well as the more successful, 
so it would have some disadvantages. 
Enterprises that operate at a loss or at 
a low rate of return may enjoy valuable 
benefits from government services or 
may occasion additional costs of gov- 
ernment. It may also be argued that 
business in general is compelled to pay 
property and receipts taxes regardless 
of profits and losses, and that this 
would call for similar treatment of pub- 
lic utilities. On the other hand, pub- 
lic utilities may suffer from unfavor- 
able rate regulation, while other enter- 
prises largely escape government price- 
fixing measures. 

There is much to be said for the sub- 
stitution of a combined gross-net earn- 
ings tax for other state taxes on public 
utilities. As suggested by committees of 
the National Tax Association, a tax 
could be imposed on net earnings with 
the provision that a minimum tax 
would have to be charged against gross 


the increasing government pressure for lower rates but 


q “Tue electric utilities, along with other utilities, have felt 


higher taxes. The taxes collected from utilities may also be 
turned into government expenditures for the benefit of com- 
peting government or private utilities. The inconsistencies 
in the present rate-making and taxation policies reflect the 
changing cross currents in politics, the purpose to increase 
the pressure upon public utilities in order to force them ‘to 
behave,’ and the more insistent needs of governments for 


revenue.” 
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earnings where the net earnings were 
excessively low or -.were absent 
altogether. Such a scheme would place 
the main reliance upon net earnings as 
a basis of taxation but would collect 
minimum taxes of all public utilities as 
a benefit charge. 


i has frequently been suggested that 
if public utility property is to be 
taxed, the tax authorities should accept 
the value for rate making and not re- 
sort to the expensive and often un- 
satisfactory process of valuing prop- 
erty especially for taxation. This plan 
would lower the costs of assessment 
and would simplify valuation problems. 
Public utilities would then be taxed on 
a value determined with reference to 
the costs of the investment rather than 
according to the income enjoyed from 
the property, while other property 
would be taxed according to its as- 
sumed market value, which places chief 
weight on the capitalized income. The 
accomplishment of this reform must 
be contingent upon overcoming the 
objections of those who insist that 
valuation for taxation is an independ- 
ent problem and should not be recon- 
ciled with valuation for rate making. 
It must also be shown that the public 
utilities need not be taxed in the same 
manner as other taxpayers as long as 
their taxes are proved to be fair by 
acceptable standards. 

In his recently published study of 
property valuation, Professor Bon- 
bright has recommended the use of the 
rate-making valuation in taxation. It 
is possible that this present unorthodox 
point of view may eventually be ac- 
cepted generally. But the theory of 
equal taxation is so appealing to the 


public that the taxation of public utij 
ties by special methods may be resiste 
as a move to obtain tax concessions fy 
the public utilities. As one studies thy 
taxation of different industries, hoy 
ever, he becomes convinced that th 
prevailing methods of taxation do m 
produce an absolute equality of tax 
tion among different industrial taxpay 
ers. 

There is no fully  satisfacton 
method of public utility taxatio 
Some of the reforms proposed might 
very well prove to have important af 
vantages over the present methods oj 
taxation. 


Poa as serious a problem as thx 
choice of the method of taxation’ 
the development of suitable tax admin 
istration. The apportionment of tk 
taxable property or earnings of publi 
utilities that operate in a number of 
states might well be facilitated by Fed 
eral tax administration, with its adva 
tages of more uniform and convenierl 
taxation. The choice of the best a 
portionment formula, however, is diff: 
cult whatever the type of administr: 
tion. 

The Federal government has mor 
resources at its command for assessiny 
interstate enterprises than the stait 
and should be able to perfect a mo 
effective tax administration than th 
states. There is the danger, on tht 
other hand, that the Federal hostil 
to public utilities and to large corpo 
tions in general might result in heay 
restrictive taxation, and that a grealt 
centralization of power at Washingto 
might seriously weaken the privat 
ownership and management of publi 
utilities. 
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Storm Clouds over the REA 


Two charges against the Federal authority dis- 

cussed by the author: first, that it has not treated 

the farmers’ small independent telephone systems 

fairly; and, second, that it is actually interfering 
with farm electrification. 


By HERBERT COREY 


breeding in the congressional lati- 

tudes. Perhaps not. Perhaps what 
looks like a black cloud is merely a 
warning to Director John M. Carmody 
of the Rural Electrification Adminis- 
tration that something heavy is hang- 
ing over his head. Perhaps it is only a 
message to the folks back home that 
everything will soon be under control. 
But here are the facts. 

The editors of thirty-eight farm 
magazines listened to them recently. 
Practically every farm in the country 
takes at least one of these publications. 
The editors were not asked to express 
any opinion on the facts as presented. 
They were not asked to shape their edi- 
torial policies in accordance with them. 
They were asked to do this: 

“Send your men out into the field. 
Make your own investigation. Step out 
from under the shadow of the very 


[’ looks as though a storm is slowly 
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adroit and moving government propa- 
ganda and discover for yourselves 
what is the situation. Then do as you 
think right.” 

Two charges have been made against 
the REA. 

One is that it has been too heavy- 
handed in its treatment of the little, 
haywire, fence-post telephone systems 
in this country. It is maintained that 
Director Carmody has assumed the 
airs of a dictator. He has not, as the 
owners of these little mutual systems 
see the situation, given them either fair 
play or a fair hearing. 

The second charge is that the REA 
is actually interfering with the exten- 
sion of rural electrification. It is 
charged that if the government had let 
rural electrification alone there would 
today be more miles of wire, more 
power-driven churns, more bathrooms 
with running hot water, in the more 
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distant rural areas than there are 
today. 

Both these charges are calculated to 
stir the breezes on Capitol Hill. No 
one who lives in a democracy need be 
told that Congressmen from the farm- 
ing districts will not be pleased to hear 
that their constituents have been ill- 
treated by one of the Federal agencies 
to which they voted funds. Nor are 
such Congressmen oblivious to the in- 
fluence of the farm journals. These 
have been notably free of political bias. 
Their aim has been to help the farmer, 
and only those which have been suc- 
cessful in helping him have been 
successful. Suppose these charges are 
taken up in order. 


HERE are about 42,000 telephone 

systems in the United States. Of 
these about 36,000 are mutual compa- 
nies. There is one national association 
of independent telephone companies 
and thirty-three state associations. It 
has been stated on what seems to be 
excellent authority that more than 50 
per cent of the telephone messages in 
the rural areas are carried on the lines 
of the mutual companies. They run in 
order of importance from big, sound, 
citified concerns down to little affairs 
that serve a few farms and get along 
without the use of a central by means 
of a signaling system. Somewhere be- 
tween the two extremes are the mutual 
companies which give some one a few 
dollars a month to operate a mail-order 
switchboard in a back room, or hire 
switchboard service from the larger 
company in the same general neigh- 
borhood. It is not likely that any one 
knows how many of these microscopic 
systems there are in the country. Thou- 
sands. 
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Each such little system is the breath 
of life to the residents of mud-road, 
back-country farms. The farmer may 
walk three miles through the woods to 
sharpen his axe on a neighbor’s grind- 
stone and think nothing of it, but his 
telephone is a daily necessity. He is 
able by its use to pool his trips to town. 
One team can do the egg-and-butter 
marketing and the sugar-and-coffee 
buying for the whole line. He can call 
a doctor, find out about prices, and 
dicker over it with the city slicker who 
wants to go hunting. People who hide 
their hand-set telephones under French 
dolls gibe at the farm wife’s listening 
in on the party line. They do not under- 
stand that it is to her the bull-dog edi- 
tion and light and color and contact 
with the world. The party line is more 
important to its mutual owners than 
the Rome-Berlin axis or the ever-nor- 
mal granary. If you and I were ona 
party line we would listen in too. 


O NE of these little mutual systems 
can be just about ruined by a 
near-by power line. The reason why is 
that it is not a good system to begin 
with. No one claims that it is. The 
farmers may have strung the wires 
themselves under the direction of a 
neighbor’s son who worked one sum- 
mer as a linesman’s helper. Only one 
wire is used and it is “grounded” right 
down the pole. A proper system uses 
two wires which are crossed over at 
intervals and the various ills of induc- 
tion and conduction are thereby 
avoided. The little mutual may run its 
wires along fenceposts and hang them 
from trees. Thousands of them do. But 
the little mutuals work. They give their 
owners all the service they need and 
all they can pay for. If they had more 
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money they would have a 2-wire sys- 
tem and a telephone exchange with 
gold letters on the windows and a nice 
girl who knows the wives by name. 

When a power line invades the field 
of a little mutual it sets up an inter- 
ference. The big current simply 
smashes the little current. It sets up a 
buzz and a hum on the one-wire line 
which sometimes makes conversation 
impossible and is always irritating. The 
only defense the little mutual has is to 
make itself over. It can be changed 
from a one-wire line to a 2-wire line 
with converters and insulating devices 
at the proper intervals. But these things 
cost money. Sometimes the old poles 
are too weak or too rotten to sustain 
the weight of two wires. Sometimes 
new poles must be put in where previ- 
ously the single wire had been hung 
from whatever was handy. If the little 
mutual has the money in its treasury 
it can do these things if the members 
prefer to spend it rather than go out of 
business. If the little mutual has no 
money its only recourse is to ask the 
government to make an allowance for 
compensation. 


[ may be that the members of the 
little mutual do not want the elec- 
tric power the REA has backed by 
loaning money for the building of the 
new line. There are instances in which 
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the members of the little mutual did 
not even get the power. The REA line 
had crashed into the little mutual’s 
territory on its way to somewhere else. 
The REA was created for the specific 
purpose of carrying power into thinly 
populated or infertile districts and 
sometimes its lines have passed 
through districts that were too poor 
to afford anything more than a mutual 
telephone. The evidence is that farm- 
ers in thinly populated districts in most 
cases do not want power and, if they 
do want it, cannot pay for it on the 
terms offered by the REA. In such dis- 
tricts there are few dairies large 
enough to make the use of power eco- 
nomically feasible and, unless a farmer 
is operating a dairy, he is apt to regard 
power as an extravagance. He does 
not regard the convenience of reading 
lights and running hot water as highly 
as do the softer city folks. 

Morris L. Cooke was the first direc- 
tor of the REA. Mr. Cooke is all for 
government-controlled power, but he 
is also a competent engineer. It did not 
take him long to discover that the in- 
trusion of the REA power lines into 
some of the thinly populated districts 
involved the practical ruin of the mu- 
tual telephone companies which had 
been operating in them. He considered 
the payment of compensation in such 
cases a moral obligation of the govern- 


States. Of these about 36,000 are mutual companies. There 


q “THERE are about 42,000 telephone systems in the United 


is one national association of independent telephone com- 
panies and thirty-three state associations. It has been stated 
on what seems to be excellent authority that more than 50 
per cent of the telephone messages in the rural areas are car- 
ried on the lines of the mutual companies.” 
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ment, and the one-wire lines were made 
over into 2-wire lines which could op- 
erate in defiance of the jumping REA 
power. But it became evident that the 
total cost of such compensation would 
be so great that the funds at the dis- 
position of the REA would be serious- 
ly lessened and its announced program 
would be curtailed. He was faced with 
this triple choice : 

1. Get more money from the gov- 
ernment. The prospects did not seem 
good. Congress had begun to doubt 
some elements of the administration’s 
power program. 

2. Stop payment of compensation. 
Mr. Cooke did not think this would be 
fair to the owners of the little mutuals. 
It was not by their act that the REA 
had entered their territories and inter- 
fered with their telephones. 

3. Resign his job and go to Europe. 

He went to Europe. 


J ouN M. Carmody was appointed in 

his place. Mr. Carmody is not an 
engineer and has never pretended to 
be an expert on power. He is as nearly 
inaccessible as an official of the gov- 
ernment can be, and therefore the fol- 
lowing statement does not rest on his 
quoted words, but those who have fol- 
lowed him say that he considered his 
job to be the distribution of govern- 
ment money at the most rapid rate pos- 
sible, in order to aid in the emergency 
existing. It did not seem to him that 
the payment of compensation would be 
as useful as an emergency relief meas- 
ure as the extension of new lines into 
fresh territory. In a letter dated May 
28, 1937, addressed to “project engi- 
neers and lawyers” of the REA, he re- 
fused to permit the further payment of 
compensation unless : 
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“A telephone company can show that 
it is operating a modern type of system 
and unless it can further show that the 
power line was negligently con. 
structed.” 

The mutuals urged in reply that 
such mutual systems as are modernized 
do not suffer from interference, but 
that the mutuals which are not mod- 
ernized have been furnishing all the 
service their subscribers desire or can 
pay for. They assert that as they were 
first on the ground the REA has no 
legal or moral right to compel them to 
rebuild their systems or abandon them. 

Mr. Carmody has replied in effect 
that he will not permit them to gouge 
the government for the rehabilitation 
of their decayed systems. 


HE mutuals further note that one 

of their little, ragtag lines cannot 
pay the cost of having the intruder’s 
lines expertly scrutinized and also the 
cost of the litigation which would fol- 
low, if it is unable in the first instance 
to pay the cost of running a second 
wire and setting in some new posts. 
They allege in effect that they are be- 
ing bullied into obedience. This plaint 
is the more feverishly urged because 
of the difficulty of getting in personal 
touch with Director Carmody. A case 
in point is that Charles C. Deering, 
secretary of the Iowa Association of 
Mutual Telephones, found that, when 
he came to Washington, Mr. Car- 
mody’s door was closed to him. 

I am not sure of the legality of the 
position taken up by these little con- 
panies. Their lawyers say one thing 
and Director Carmody says it isn’t so. 
In any case the courts have various 
cases before them now, and they cer- 
tainly know more about the law than 
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STORM CLOUDS OVER THE REA 





The Power Line Buzz 


wad." ihre a power line invades the field of a little mutual [tele- 

phone line] it sets up an interference. The big current 

simply smashes the little current. It sets up a buzz and a hum on the 

one-wire line which sometimes makes conversation impossible and is 

always irritating. The only defense the little mutual has is to make 
itself over.” 





I do. But it is very plain to me that if 
the REA bulges in and lessens or de- 
stroys the usefulness of these little 
systems, built and operated by men 
who cannot afford to protect them as 
they should be protected against inter- 
ference, a moral wrong has been done. 
If they had asked for the power, the 
situation would be different. In some 
cases they did ask for it. But in other 
cases I am reminded of an incident 
near my own home. 


Faery contractor dynamited 
rock for cellar holes for houses 
he was building. The concussions 
cracked window panes and rattled 
down plaster all over the neighbor- 
hood. I do not know whether he was 
legally liable for this damage, but I do 
know that the owners of the damaged 
houses were not responsible for it. In 
any event he stepped up like a little 
gentleman and paid for the repairs. It 
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seems to me the cases are on much the 
same footing. 

Mr. Carmody further supports his 
position by stating in this same letter 
of May 28, 1937: 

“We have no right to recognize the 
view held by some telephone companies 
that their prior occupancy of a public 
highway gives them some sort of a 
property right in that highway and 
thus entitles them to collect the cost of 
modernizing their equipment at the ex- 
pense of farmers who are seeking to 
serve themselves with central station 
electricity.” 

He did concede that physical inter- 
ference with a telephone company’s 
wires by an REA project—“such as 
removing poles to the other side of the 
road and making cross-overs” —should 
be corrected at the cost of the project. 
But “if a telephone company, oper- 
ating a one-wire line with ground re- 
turn, should experience inductive in- 
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terference from a new power line, the 
telephone company should make its 
own arrangements for eliminating the 
disturbance.” 


ly some of the states—Iowa, for ex- 
ample—the ruling of the public 
utility commissions has been that in- 
truding power lines must compensate 
for injuries sustained by a telephone 
company in possession of a right of 
way. These rulings, of course, dealt 
with conflicts between ‘mutual compa- 
nies and privately owned power com- 
panies, and the right of prior otcu- 
pancy would seem to have been upheld 
by them. The REA now defies these 
rulings and contests the right of prior 
occupancy. Its position is stated by 
Kendall Foss, executive assistant to 
Director Carmody, and presumably 
speaking with Mr. Carmody’s voice, 
as comparable to that of the automobile 
owner in those early days when horses 


were still being driven on the country 
roads. 

“The horse owner was obliged to 
put blinders on his horse,” said Mr. 


Foss. “All horses are now being 
driven with blinders. But the cost of 
the blinders should not be made a 
charge against the automobilists.” 

I am not so sure that Mr. Foss ever 
drove a horse. A horse with blinders 
can jump as high, kick as far, leap side- 
wise with as sudden expedition, as any 
unblindered horse. But Mr. Foss’ 
equinology, if that is the word for it, 
need not here be discussed. Alfred 
L. Geiger, general attorney for the na- 
tional association of mutual telephone 
companies, quotes a decision of the Su- 
preme Court of the United States in 
support of the mutual’s right of prior 
occupancy. 
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HIS is not the first time that a 

horse theory of law has come in 
conflict with that held by the Supreme 
Court, and on the first occasion the 
court won. Mr. Geiger quotes a de. 
cision rendered in favor of a Wash. 
ington, D. C., church which had suf- 
fered from the noise, smoke, and 
fumes of a newly laid railroad. The 
lower courts had held that the church 
could not stop the trains: 

“The private inconvenience must be 
suffered for the public accommoda- 
tion.” 

The reasoning, then, is that the mu- 
tuals cannot keep Mr. Carmody’s REA 
power lines from being located along- 
side them on highways. But the court 
further held that the church could col- 
lect compensation for the injuries its 
members had suffered : 

“The congregation had the same 
right to the comfortable enjoyment of 
its house for church purposes that a 
private gentleman has to the comfort- 
able enjoyment of his own home, and 
it is the discomfort and annoyance in 
its use for those purposes which is the 
primary consideration in allowing 
damages.” 

So much for the legal side of the 
feud between the little mutuals and 
their big bed-mate. The political side 
has now and then come uppermost also. 
I do not recall precisely what it was got 
in the hair of Senator Tom Connally 
of Texas, but I state with precision 
that Mr. Connally is an able and fear- 
less Senator. Most Senators are able 
and fearless. But a Senator who lacked 
the common sense to know that a high- 
power buzzing on farm telephone lines 
might have consequences to himself 
would not have enough gumption prop- 
erly to represent a state. The story goes 
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that Mr. Connally made representa- 
tions to Mr. Carmody. 


Bee are various chapters to this 
Connally story. I do not know the 
text, for it has been withdrawn from 
circulation. But it appears from the 
record that the REA was authorized 
by the Federal government to lend 
$410,000,000 in ten years to “codper- 
ative associations, private nonprofit 
corporations, state and municipal cor- 
porations, power and irrigation dis- 
tricts, and private utility companies” 
over a period of twenty years, on the 
most advantageous terms. In some in- 
stances the REA is empowered to lend 
the entire cost of a project. Of this 
total sum $205,000,000 has been ear- 
marked and about one-half of this 
sum has been reserved for the ten 
southern states. Texas leads the ten 
southern states and all the other states 
in the union with an aggregate of $18,- 
400,000. Mr. Connally must have 
turned the eyes of Texas on Mr. Car- 
mody to some purpose. 

It is quite true that some of the sub- 
scribers to the small mutual systems 
must blame themselves for the trouble 
they find themselves in. The REA does 
not use force in compelling farmers to 
form coéperatives and borrow REA 
money for the construction of power 
lines. On the contrary, it has turned 
down many applications for loans, be- 
cause the would-be borrowers could not 


make out a sufficiently persuasive case. 
The proposed codperative could not 
convince the project engineers that 
there were enough potential customers 
along the right of way to furnish the 
amount of business necessary to amor- 
tize the original loan, pay interest and 
upkeep, and the cost of good service. 
This attitude of the REA is precisely 
that of a well-managed private utility 
in such cases. Neither wishes to lose 
money because some old lady wants an 
electric bed-pad on cold nights. 


i other cases the subscribers were 
first won over by the very persua- 
sive propaganda of the REA, and sec- 
ond coaxed in by brisk young men who 
wanted to build the power line when 
the REA granted the loan. They are 
not business men. If they were business 
men, they say themselves, they would 
not be farmers. After reading the 
literature of the REA they want power 
in their homes and plenty of it. They 
do not even think about the buzzing in- 
duction on their telephones or the ulti- 
mate cost of the power they must pay 
for. In some instances I am told that 
some of the brisk young men who 
wanted to get the contract to build the 
REA line occasionally slipped stubborn 
farmers five or ten dollars for their 
signatures on a petition. Mr. Foss ad- 
mits that this is quite possible, human 
nature being what it is, but he doubts 
the truth of the story: 


lessens or destroys the usefulness of these little [tele- 


q “ _.. it is very plain to me that if the REA bulges in and 


phone] systems, built and operated by men who cannot af- 
ford to protect them as they should be protected against in- 
terference, a moral wrong has been done. If they had asked 
for the power the situation would be different.” 
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“The REA lines are built on such a 
close margin,” he says, “that the con- 
tractor could not afford it.” 

Let it pass. Let it pass. The second 
element of the indictment being formu- 
lated against the REA may now be 
considered. The editors of thirty-eight 
farm magazines were told at a meeting 
at the University Club in Milwaukee 
on September 28, 1937, by manufac- 
turers of gasoline-motored power 
plants, that : 

“We ask no favors, but we do be- 
lieve that the farmer readers of your 
papers should be told the truth. Most 
certainly your editorial policy should 
not hurt business and that is just what 
this one-sided, misinformed (editor- 
ial) policy on rural electrification is 
now doing.” 


: | ‘HE speaker was E. V. Oehler, vice 
president of the Briggs and Strat- 


ton corporation. He was followed by 
W. F. Dunlap, president of the Klau- 
Van Pieterson-Dunlap Associates, and 
A. R. McGinnis and L. I. Archer of 
the same organization. The occasion 
for the meeting with the farm paper 
editors was to protest against an edi- 
torial policy which, as it seemed to the 
makers of machinery, was against the 
best interests of the farmer and the 
manufacturer and must ultimately re- 
coil on the farm papers. As Mr. Oehler 
pointed out, if the farm papers inter- 
fere with the sale of gasoline-powered 
generators to the farm trade, the man- 
ufacturers must ultimately cease their 
advertising. 

“We are the largest manufacturers 
of this type of machinery,” he said. 
“Do you know what we learned from 
numerous contacts with the equipment 
manufacturer, their salesmen, their 
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distributors, their dealers,and from the 
farmers themselves? We learned that 
the answer to this building resistance 
to more sales in every case was the 
same. ‘Rural America is going to be 
electrified, and soon, too. We can’t sell 
any more gas-powered washing ma- 
chines because customers are waiting 
for the high lines.’ Always the same 
answer. 

“We wanted to know where such 
ideas came from. The answer was: 
Every one knows that is going to hap- 
pen. All you have to do is to read the 
newspapers, the farm papers, the trade 
papers. Every one in the farm area was 
talking about an early electrified rural 
America.” 


HEN Mr. Oehler pointed out that 

of the 6,500,000 farms in this 
country, only about 1,000,000 have 
electricity. 

“Today the farmer buys nothing. 
He can’t buy electric-driven products 
because he has no electricity as yet, and 
he doesn’t buy any motor-driven prod- 
ucts because he thinks he is soon to get 
electricity. When the farmer doesn’t 
buy, neither does the dealer or the dis- 
tributor or the manufacturer. The 
same thing applies to other manufac- 
turers of equipment that is built to 
reach out to the market of the non- 
electrified farm.” 

Mr. Oehler said frankly : 

“While we are selfishly interested in 
what we are presenting, we are only 
one of a company of many facing the 
same problem. A slowing up of farm 
business is laid to the door of the press 
for presenting only one side of this 
rural electrification story to the farmer, 
which unfortunately has led to many 
wrong ideas and false hopes.” 
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REA Loan Policy 


4 HE REA does not use force in compelling farmers to form co- 

dperatives and borrow REA money for the construction of 

power lines. On the contrary, it has turned down many applications for 

loans, because the would-be borrowers could not make out a sufficiently 

persuasive case. ... This attitude of the REA ts precisely that of a well- 

managed private utility in such cases. Neither wishes to lose money be- 
cause some old lady wants an electric bed-pad on cold nights.” 





Mr. Dunlap followed with an in- 
quiry into the practicability of the 
REA’s plan. He observed that in 1923 
there were 3,066 municipally owned 
plants in existence. In 1932 (the latest 
census figures) 1,264 had gone out of 
existence. 

“The reason is that these municipali- 
ties in their desire to render low cost 
service did not set up sufficient depre- 
ciation and maintenance reserves. Con- 
sequently the time soon came when not 
only was the service bad but they did 
not have the money to make the major 
repairs needed. In many cases they 
were sold out to the utilities who, be- 
cause they were manufacturers and 
distributors of electricity in a large 
way, were able to reduce the rates.”’ 

He noted that the REA is loaning 
for rural electrification $1,000 a mile 
for the erection of the transmission 
system. 

“It expects this money to be re- 
turned in instalments so that all will 
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be repaid in twenty years, with inter- 
est.” 

Three things are essential to success : 

“The government says there must 
be at least three customers to the mile 
and each must use at least 100 kilo- 
watt hours a month. The third essen- 
tial is the rate charged.” 


M r. Dunlap said that in many com- 
munities there are fewer than 
three prospects to the mile. In Nebras- 
ka the average is 1.6 farms per mile. 
In Wisconsin 37 of the 71 counties 
have less than 3 farms to the mile. 
Even including Milwaukee county the 
average for the state is only 3.1 farms 
per mile. 

“Of the 6,250,000 farms in the 
United States, 2,600,000,” he said, 
“are run by tenants. It costs from $200 
to $1,200 to electrify a farm and I 
think you will agree that tenants will 
hesitate to spend that sum and that the 
farm owner is going to think a long 
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time before he puts up that money for 
the comfort of his tenant.”” He remem- 
bers that when he was on the farm he 
had only kerosene lamps. - 

“Next there are 1,093,996 farms,” 
he declares, “‘on which the value of all 
the buildings is assessed at less than 
$500. It is ridiculous to expect a farm- 
er to spend $200 to $1,200 to electrify 
buildings that are worth less than 
$500. And may I say to you that the 
experience of the codperatives thus far 
has proven my contention correct— 
that they cannot obtain the three users 
to the mile. I understand, however, 
that they have averaged about three to 
the mile while covering the most dense- 
ly settled communities, with 4, 5, and 
6 farms to the mile.” 

Then he analyzed the financial as- 
pect of the REA, as follows: 

“The government is loaning $1,000 
to the mile. It wants this back with 
3 per cent interest in twenty years. 
With three customers to the mile we 
get something like this figure: 

“Each farm customer must pay $2 
per month to the REA, or $24. Main- 
tenance and operation will cost $15 for 
each customer per year. Depreciation 
will run to $10. Taxes must be paid. 
There is quite a large leakage of cur- 
rent through transformers, etc., which 
will amount to about 30 kilowatt hours 
per month per customer. In all of the 
coéperatives thus far they have agreed 
to pay for all the current that goes on 
to the line. So that if the farmer uses 
the government’s figures of 100 kilo- 
watt hours and there are 30 kilowatt 
hours wasted he must pay for 130 kil- 


owatt hours. That is $2.27 per month 
or $27.24 per year.” 


is | E included nothing for the “cost 

of building load, and the farmer 
will not build his own electric load any 
more than our city folks have,” or the 
cost of changing customers, uncollect- 
ible accounts, insurance, fire, and lia- 
bility. 

“T am sure,” he said, “that if these 
were put in with a reasonable margin 
of safety, Mr. Farmer will have to pay 
$8 or $9 a month if the projects are 
to succeed. A survey of 605 prospec- 
tive farm customers was made on one 
projected line, and 581 said they 
would not guarantee to pay as little as 
$5 a month for twenty years.” 

The other speakers followed on the 
same lines. They were emphatic in 
their declaration that they favor rural 
electrification by one means or an- 
other, as rapidly as possible. But their 
conclusion was that the REA’s plan 
was not a sound one, and that the un- 
thinking support of the plan by the 
newspaper and magazine press had 
had the one result of cutting down the 
sale of the gasoline-driven generating 
equipment, which is the only kind that 
is practically available to five farmers 
out of six today. But they did not ask 
the editors of the farm papers to 
change their editorial policy. They 
only asked that they send out their best 
reporters and get the facts for them- 
selves. 

It looks like a storm gathering over 
Mr. Carmody’s head, from where I 
sit. 
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Part III. 


Grand Coulee Irrigation 


In the first article of this series the author discussed Missouri river navi- 
gation costs (see Pustic Utitities Fortnicutiy of March ¢. 1938) ; in the 


second he considers the size, scope, and cost of the Grand 


oulee project 


(see Pustic Utitities Fortnicutty of April 14, 1938). In the next and 
concluding article he will treat of Grand Coulee as a power project. 


By HENRY EARLE RIGGS 


HAT the territory in Grant, 
[ Aasns and Franklin counties in 

the state of Washington known 
Sas the “Columbia Basin” is in great 
need of irrigation if it is to become 
part of the producing farm land of the 
nation, there can be no doubt. Dry 
farming has failed. The soil is rich 
and fertile and with ample rainfall or 
irrigation would be highly productive. 
These seem to be proven facts that may 
be accepted without question. 

Whether the building of the great 
project which is now under way is the 
proper solution of the problem is 
another matter. There are numerous 
statements being made and literature 
given out to visitors which appear to be 
highly misleading. One such circular 
makes the following statement : 


The cost of the high dam and Columbia 
Basin Reclamation project will be $393,000,- 
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000, but the total investment that will be re- 
quired will be $260,000,000 since power reve- 
nues will be credited. The entire project will 
be self-liquidating through power revenues 
and payments by settlers. Land on the proj- 
ect will be available to settlers at prices 
ranging from $5 to $15 an acre and the cost 
of the water right will be $88 an acre with- 
out interest, payable over a period of forty 
years. The annual cost of the maintenance 
will be $3.19 an acre. 


By far the larger part of the land is 
now privately owned, much of it in the 
hands of banks and corporations that 
loaned money to former owners and 
foreclosed. The figure of $5 to $15 per 
acre seems very optimistic under those 
circumstances and the arithmetic 
needed to multiply 1,200,000 acres by 
$88 per acre and arrive at $105,600,- 
000 is simple. Where does the balance 
of the $260,000,000, or $393,000,000, 
or what have you, come from? Let us 
turn to the report of the Corps of En- 
gineers, House Document No. 103. 
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HISTORY of earlier investigations HE Board of Engineers for rivers 

is to be found on pages 481 to and harbors pretty well sums this 

489 in a communication from the matter up on pages 8, 11, and 12 of 

Bureau of Reclamation. House Document 103, 73rd Congress, 
In 1925 a study of this irrigation 1st Session, as follows, on page 8: 


problem was made by an engineering 13. ... One large area of upland, knowns 
board, the members of which were the “Columbia Basin” could be irrigated by 
s Hill of Calif Chest — diversion from Clark Fork and 
Louis C. Hill of Cali ornia, arles pokane river or by pumping from. the 
H. Locher of Maryland, Richard R. Columbia river by means of secondary 
f Utah d h oe ak ower developed at the plant on the Colum- 
Lyman of Utah, and Joseph Jacobs, A. ia river near Grand Coulee. The feasibility 
J. Turner, and O. L. Waller of Wash- _— of the pumping plan is dependent on the pos. 
: ll hich! ON eal olail stbility of selling practically the entire out- 
ington, all highly quax ed and widely put of primary power from this plant at « 
known hydraulic engineers. The com- remunerative rate. ... 1f a combined power 
Se £ the b £ thi and irrigation development were built by the 
munication of the bureau says 0 1S United States, the receipts from power and 
study: from reasonable charges for irrigation water 
4 2 3 might, under certain specified conditions, be 
, This board found that economic condi- sufficient to repay the construction cost with- 
tions seemed so definitely to favor the grav- in a period of sixty to ninety years with in- 
ity projects that it did not deem it necessary terest at 4 per cent. The District ; 
to make an elaborate analysis of the entire states that the plan proposed amounts to 
Columbia river power problem and conse- some extent to assessing the adjacent region 
quently limited its examination and report to pay for the indirect benefits which might 
to the analyses and estimates of the various accrue to it from the irrigation development, 
pees of supplying water to the Columbia the payments being made in the form of in 


asin project by diverting water from the 
Clark Fork at Albany Falls. . .. The board paretcog od caus he 


found the minimum gravity project of 1,224,- 
000 acres could be constructed at a cost of And again on pages 11 and 12: 


$158 per ai i ‘ 28. Local interest in this section of the 
This report is on file in the office of river is centered in the Columbia Basin 
the Bureau of Reclamation in Wash- project, which involves the construction of 
, a dam for the development of a large amount 
ington. The above-quoted statement of power at the Grand Coulee site and the 
indicates that a total expense of $200,- _ittigation of a very large tract of land by 
; F pumping from the river. The economic feas- 
000,000 would furnish a gravity sup- tbiity of the plan is largely some on 4 
: : sidizing irrigation by the sale of power. The 
ply. Even if the gravity supply would board expressed no opinion as to the wisdom 
cost as much as the pumping plant, the of this policy, witch is presumably beaks on 
; the theory that the consumers of the power 
C ~ lee reservoir dams, and all of the would be justified by the indirect benefits 
irrigation structures, exclusive of the — which they might receive from the settle- 
dam and power plant of the present ment of the areas proposed to be irrigated 
: - x in paying higher rates therefor than would 
project, it would seem to be good busi- otherwise be Zequired to. caaty she power 
ye " project only. e economic feasibility ts also 
a to build : and on om the = dependent upon the future growth of power 
tainty of subsidizing the project by the demand over C period of years. ty is 0 
H ; question involving many uncertain factors 
sale of power. Certainly the existence Ss ‘caolouty Labecdiile of cat uae 
of such a report ought to have com- _— mination. The Board does not undertake to 
Wy make a definite prediction but is of the opin- 
pled «thorough sty ofthe poss ti eof par Si 
ill ie that the gro in power dem wi 

; h that the entire prime output would be 

gency agency which approved the first pe nord ee phe d 
. period of fifteen years after 
allotment of $63,000,000, if that 1940 and that this outpu! would amount 
irri i i i on out per cent of the total tcrease 
agency had irrigation in mind as a fm} Mid it snduly optimietic, Should th 
possible objective. period required to build up a load for this 
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plant be as much as twenty-five years or 
more as estimated by the present Division 
Engineer, the capital charges would prob- 
ably be so increased that the profits from the 
sale of power at the proposed rates would 
be insufficient to finance the irrigation project 
by the method set forth by the District 
Engineer or by that proposed by the Bureau 
of Reclamation in the report referred to in 
paragraph 20. (This report in full is at- 
tached as an appendix, beginning on page 
481.) Furthermore, in view of the existing 
world-wide overproduction of agricultural 
products and of the extensive and long-con- 
tinued depression in the farming industry it 
does not seem that at this time expenditures 
of this magnitude can be justified for the 
purpose of bringing new land under culti- 
vation. The Board is in receipt of a letter 
from the Secretary of Agriculture, dated 
January 30, 1932, with appendices, support- 
ing this view and stating in very positive 
terms his opinion that the Federal govern- 
ment should not now undertake to further 
enlarge the areas devoted to agriculture in 
this country. While local interests have sub- 
mitted a brief in opposition to this statement 
the Board accepts the views of the Secretary 
and is unable to recommend the adoption of 
this project at the present time. (Italics 
supplied.) 


HE letter of the then Secretary of 

Agriculture, Hon. Arthur M. 
Hyde, referred to above, appears as an 
appendix to House Document No. 103 
on pages 538 to 564. It is addressed 
to the Board of Rivers and Harbors 
and is dated January 30, 1932. It 
would be impossible to do justice to it 
by an abstract. A few quotations from 
it indicate the intensity of the feelings 
of Secretary Hyde on this subject. 
Here are some of the arguments 
against the proposed development in 
this letter in Secretary Hyde’s own 


language : 


= 


“Gentlemen: In response to your public 
notice of December 19, 1931, dealing with 
the proposed development of the Columbia 
river and in particular the Columbia Basin 
irrigation project. We want to present some 
facts which bear upon the relationship be- 
tween this project and the long-time outlook 
for the agriculture of the region and of the 
nation. 

“The irrigation project would bring into 
production 1,200,000 acres. Your engineers 
have estimated that the combined power and 
irrigation project would cost more than 
$400,000,000. This discussion is based on the 
demand that the United States government 
should provide the money, repayable at 4 
per cent over a long period of years. ... 


¢ Ww: share your skepticism of the eco- 

nomic desirability of the project. 
We already have a productive agricultural 
capacity far beyond our needs. We have 
964,000,000 acres classed as land in farms. 
On about a third of this acreage we are al- 
ready producing enough products to feed 
and clothe our population and send vast sur- 
pluses abroad. These surpluses are at once 
the cause of low prices and our farm prob- 
lem. If we are to have a profitable agricul- 
ture we need to prevent these surpluses. To 
do so we need to reduce our cultivated acre- 
age by 30 to 40 million acres. 

“Tn large part, because we have had a dec- 
ade of overproduction and overexpansion 
there are these further facts to hurdle: (1) 
the farmers’ purchasing power is 42 per cent 
below the pre-war level (1910 to 1914) ; (2) 
taxes on farm property are two and a half 
times what they were in the pre-war period ; 
(3) farm land values the country over are 
virtually back to pre-war levels; (4) the 
total farm mortgage debt is now almost 
three times as much as it was in 1910; and 
(5) forced sales of farms for the five years 
1925-31 totaled 134 per thousand. .. . 

“The market is glutted with farm lands at 
depressed prices. It is plainly and indis- 
putably against the interests of the farmers 
of Washington and of the adjoining states 
to undertake a project that would bring into 
production 12,000 more farms. Private en- 
terprise would not think of attempting it. 
For the government to attempt it would be 
indefensible. 


“| .. the writer ...is forced to the conclusion that all of the 
witnesses are in accord that irrigation alone [Grand Coulee] 
cannot possibly be a success, and that the economic justifica- 
tion of the irrigation project depends on building a power 
plant that will find a market for all of its firm power at a 
high enough figure not only to pay for itself but to carry the 


irrigation.” 
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“These 12,000 additional farms would 
compete directly with the 71,000 farms al- 
ready established in the state of Washing- 
ton, and with the 144,000 farms in the adjoin- 
ing states of Oregon, Idaho, and Montana, 
for every new farm competes with every es- 
tablished farm just as surely as every new 
steel mill, or oil well, or grocery store com- 
peted with every established unit. . .. 


et 4 HE hard fact is that because of 
climatic conditions the Columbia 
Basin cannot grow a crop of which the nation 
does not now produce huge surpluses. 
“The farmers of the Northwest must look 
askance at the project for another reason. 
It is proposed to have the Federal govern- 
ment spend $400,000,000 to bring 1,200,000 
acres into production. That figures down to 
a construction cost of more than $333 per 
acre. 
“To that basic cost of $333 per acre the 
settler must add the cost of the land (90 per 
cent of the land in the project is privately 
owned), the: cost of leveling, ditching, and 
draining, and of buildings, equipment, and 
live stock. If, before he tries to add all that 
up, he looks around him, he will see an 
average valuation for farm land and build- 
ings of $57.17 per acre in the state of Wash- 
ington, $38.12 in Oregon, $11.81 in Montana, 
and $44.64 in Idaho, according to the 1930 
census. Even if the average valuation per 
acre for Washington were double the pres- 
ent figures the per acre cost on the Columbia 
Basin project must remain grotesquely un- 
economic. 


oY, Vibe fail to see how the project can 
possibly constitute a sound oppor- 
tunity for any prospective settler. The com- 
petition afforded by the project will, on the 
other hand, inevitably make the lot of farm- 
ers now established in the Northwestern 
states more difficult than it already. is. No- 
body will be disturbed or displaced if the 
project is not undertaken until it is needed; 
many thousands of established farm fam- 
ilies, particularly in Washington and ad- 
joining states, will have to face sharp com- 
petition and greater depression if it is con- 
structed. 

“The proponents of this project are not 
farmers. Farmers have not besieged the 
Congress with demands that the Columbia 
Basin irrigation project be undertaken .. . 

“If the project is not needed for the agri- 
cultural development of the Northwestern 
States, the question arises, is it needed for 
the agricultural development of the nation? 
The fact that it is to be built with national 
funds makes that inquiry pertinent. It must 
be judged largely upon its economic value to 
the nation. Unless the nation as a whole 
needs the project it has no economic justi- 
fication. 

“The fact that the four Northwestern 
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States already produce 110.7 per cent more 
than they cg vey ng a that the excess 
must compete for sale in the world markets 
or in the markets of the United States. This 
competition, as well as the fact that na- 
tional funds are to be used, reveals the 
project as a national problem... . 


vate and in Federal reclamation at- 
tempts, suggests that the dramatic appeal of 
turning a desert into a garden spot has too 
often outweighed considerations of eco- 
nomic feasibility. Fertile soil is not the only 
factor in cost of production or in the happi- 
ness of the settler. The vision of high yields 
without regard to cost has led to misfortune 
for many settlers. 

“Discussion of the project, however, can- 
not be confined to economic facts. Broad mat- 
ters of national policy are involved. 

“Let it be noted that the Columbia Basin 
project has been considered an irrigation 
project from the start. Dozens of boards 
and commissions passed judgment on it as 
such. The proponents for the project con- 
sidered it as such. For more than a decade 
they argued for it as such. 

“That argument failed. Now it appears 
as a combination power and _ irrigation 
pravect. Nevertheless its purpose is still to 

ring more land into production. 

“To this American farmers have a right 
to protest. Obviously as a pure irrigation 
project it would never be considered by 
private capital. Combined, it adds power as 
a further subsidy to irrigation, and is there- 
fore the more dangerous to agriculture. The 

overnment has not yet gone into the power 
a stem The speedy divorce of reclamation 
and power would be better for both. ... 


<cy experience thus far, both in pri- 


ce E are not opponents of reclamation 

W or of the development of the re- 
sources of any state whenever such re- 
sources are capable of profitable develop- 
ment. Generally, private capital is a better 
judge of the profitableness of any develop- 
ment, and a much better administrator than 
the government ever will be. Only when 
important national interests are involved 
which private capital cannot or will not 
rey should the government invade this 


“To build this project with government 
funds means that we shall be setting u 
competition for the millions of farmers al- 
ready established who are struggling des- 
perately to retain their homes. To increase 
their problems in any degree, no matter how 
small or how remote, could be justified only 
on the ground of urgent national needs 
which do not, at this time, exist. ... 

“We ask the farmer to adjust his acreage. 
His is an impossible task if the ge wor 

i to’ 


ernment is constantly enlarging 
acreage to which he must adjust his own. 
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Should Economy Begin at Grand Coulee? 


7 i is well to remember that the irrigation 
work alone of Grand Coulee, excluding all 
cost of the power plant and dam, will cost as much 
as the total of all the government’s previous ex- 
penditures for reclamation, and the total project 
will cost almost twice as much. Is there such ur- 




















gent need for this expenditure now? Admittedly 
it will be twenty to thirty years before all this 


land is ready for cropping.” 





The nation, as well as the individual, must 
do its share to prevent the ruinous blight of 
overproduction.” 


E Bhows discussion of irrigation prob- 
lems by the Division Engineer in- 
cludes an estimate of $207,400,000 for 
irrigation exclusive of the cost of 
power dams and plant, or $176.56 per 
acre for irrigation structures only, and 
estimates the annual costs per acre at 
$13.20. On page 79 of House Docu- 
ment No. 103, he says: 


236. The Seattle district concludes that, 
comparing this permissible charge for water 
with the per acre cost of construction, oper- 
ation, and maintenance and cost of power, 
no project in the Columbia Basin above the 
mouth of the Snake is economically feasible 
if the cost of construction of irrigation 
works must be paid wholly from the sale of 
water for irrigation. 


On page 84 he states his own con- 
clusion as to irrigation : 


(n) The results of studies made by both 
the Seattle and Portland district of irri- 
gable areas along the Columbia not now 
irrigated . . . definitely demonstrate that none 
of those areas can be considered as economi- 
cally feasible of irrigation at this time with 
repayment of costs plus interest chargeable 
against the returns to the farmers from the 
sale of crops. 


I* summarizing all of the reports the 
Chief of Engineers thinks that 
“there is a much more serious question 
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of the economic feasibility of irrigation 
here (along the Columbia river) than 
there is of power development” and 
states his conclusions in the following 
terms: 


(b) Power development on the Columbia 
river is feasible and the economy of the de- 
velopment appears favorable provided all 
power development in the region is codrdi- 
nated to insure against overproduction. 

(c) Irrigation as part of the combined 
development of the Columbia river is not at 
the present time economical, considered 
alone. In the power development there 
should be a reservation placed on power at 
the cost of production for purposes of irri- 
gation in the future. 


In his recommendations on page 5 
are the following: 


(d) That the power developments on the 
Columbia river shall be made on application 
of local governmental authority or — 
interest under restriction of the Federal 
Water Power Act with the prescription of 
reserved demands of power at cost of pro- 
duction, in such amount as may be made and 
determined in the interest of irrigation by 
the Secretary of the Interior. 


A’ a part of his repert the Chief of 
Engineers quotes a letter from El- 
wood Mead, then Commissioner of 
Reclamation, dated March 19, 1932, 
the body of which is as follows: 
The only portion of the investigations 
dealt with in this report which concerns the 
work of the Bureau of Reclamation is that 


relating to the utilization of the river at 
Grand Coulee, through the construction and 
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operation of power and irrigation works. 


With your conclusions regarding this, I am 
in accord and it is a pleasure to be able to 
state that there is a poe agreement be- 
tween the Engineers of the War Department 
and those of this Bureau regarding the plans 
which should be adopted for irrigation and 
power development, and the estimates of 
cost. 

To your views of conditions as they exist 
at this time, I should like to add my belief 
that no development of the land and water 
resources of the arid region equals this in 
importance and in the beneficial results 
which would come. It will enable the largest 
single water supply of the arid region to be 
utilized to give cheap power to industries, 
and make feasible the irrigation of the larg- 
est and finest body of unreclaimed land left 
in the arid region. 

I am in agreement with your conclusions 
that this development to be solvent must be 
based on the revenues from power and that 
these revenues must contribute to the cost of 
the irrigation works to avoid injurious bur- 
dens on irrigation farmers; also, that there 
is not at present a demand for these farms or 
for the crops to be grown on them. De- 
velopment, if inaugurated immediately, 
would not, however, be in opposition to this 
view. It will require at least ten years, after 
the works are authorized, to build the dam 
and the power plant, and another ten or fif- 
teen years to absorb the power thus made 
available. These things must precede the 
large expenditure to build the works re- 
quired for irrigation. 


A a part of Appendix 2 of the Re- 
port of the Chief of Engineers is 
a 55-page report on the Columbia Basin 
irrigation project. The conclusions 
reached by this study are that the mar- 
ket for power is sufficient to absorb the 
total from power that can be produced 
in fifteen years, that the time required 
to absorb this power is an important 
factor in the financial success of the 
project, and that power companies and 
municipally owned power properties 
“will have to codperate to the fullest 
extent in the utilization of Columbia 
river power in order that it may be ab- 
sorbed as rapidly as possible.” 

Very evidently this is the report 
which the Board of Engineers of 
Rivers and Harbors considered unduly 
optimistic. It also must be the basis for 
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the present work that is being done. In 
studying it one cannot fail to be im- 
pressed by the two final conclusions as 
stated in this document, which were 
utterly disregarded when Grand Coulee 
project was approved, or rather when 
it was changed over from a power 
yardstick to the irrigation project. 
These recommendations are : 


9. No construction on the Columbia river 
dam and power plant should be undertaken 
until contracts are executed for the sale of 
power which will insure sufficient revenue 
for annual expenses and the repayment of 
the investment in the dam and power plant 
with interest at 4 per cent within fifty years, 

No construction on the irrigation de- 
velopment should be undertaken until the 
power revenues are assured and a suitable 
contract for repayment of the investment in 
irrigation works within forty years has been 
executed by the district. 


A’ the writer studies this record he is 
forced to the conclusion that all 
of the witnesses are in accord that irri- 
gation alone cannot possibly be a suc- 
cess, and that the economic justification 
of the irrigation project depends on 
building a power plant that will find a 
market for all of its firm power at a 
high enough figure not only to pay for 
itself but to carry the irrigation. The 
discussion of Grand Coulee as a power 
project will form the subject of another 
article, as that goes into the whole 
question of market and competition in 
the territory, as well as the limitations 
of the territory itself. 

In closing this discussion of the irri- 
gation feature of the project, it is of 
great interest to note that during the 
year ended June 30, 1933, a total of 
2,769,600 acres was irrigated with 
water from government works and the 
construction cost to that date on the 35 
projects listed amounted to $216,784,- 
745. 

As of June 30, 1937, the annual re- 
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Public Works Allotment 
Emergency Relief Allotment 
Appropriation, General Treasury 


port of the Secretary of the Interior on 
page 2 lists ten additional projects ex- 
clusive of Grand Coulee on which 
work “went forward as rapidly as 
possible” which will increase the pro- 
ductive area by 940,150 acres. 
O N that date $45,251,753 appears as 
charged to the construction cost 
of Grand Coulee, and excluding that 
amount, the total construction cost of 
all other projects was stated at $254,- 
522,943. It thus appears that during 
the 4-year period 1933 to 1937 a total 
of $37,738,000 was spent on other 
projects which will increase the irri- 
gated acreage by almost a million acres. 
On pages 3 and 4 of the Reclamation 
Report is a table which shows that dur- 
ing the 4-year period ending June 30, 
1937, allotments and appropriations 
had been made for reclamation as 
shown above. 
These facts need to be known in con- 
nection with the arguments advanced 


for Grand Coulee. 

| gooncaaien to all of the estimates by 
either the Corps of Engineers or 

the Bureau of Reclamation shows that 


q 


7 


All Other 
Projects 
$81,254,000 
42,122,000 
47,860,000 


$171,236,000 


Grand Coulee 





the entire cost of the Columbia river 
dam and power plant is to be charged 
to power, and that the capital cost 
charged to irrigation begins with the 
pumping plant. If charges for the 
foundation of the dam and the dam it- 
self are to be added to the $225,000,- 
000 estimate of cost of irrigation struc- 
tures, and that is what is being done, it 
means that this irrigation project may 
easily cost $350 to $380 per acre as 
some of the western engineers predict. 
It must be estimated that every dollar 
of the cost of the Columbia river dam 
and power plants is a proper charge 
against power, not irrigation. And all 
interest and amortization is a charge 
against the cost of power generation. 
We will do well not to lose sight of 
some of these great items when it 
comes time to fix rates for the power, 
the sale of which is going to subsidize 
this irrigation project. If not so 
charged then the irrigation is subsi- 
dized by the general taxpayers of the 
United States. If that is the best thing 
to do, and is so decided by Congress, 
the writer has not a word against it. 
He is opposed to hidden subsidies, and 
this situation has possibilities. 


“Now is the time for strict economy. This is a project just 
commenced. To stop it now means the spending of $63,000,- 
000, possibly more, for the foundation of a dam that can be 


completed five or ten or fifty years hence. Why should we 
not work toward a balanced budget on this project?” 
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wi is well to remember that the irri- 
gation work alone of Grand Cou- 
lee, excluding all cost of the power 
plant and dam, will cost'as much as the 
total of all the government’s previous 
expenditures for reclamation, and the 
total project will cost almost twice as 
much. 

Is there such urgent need for this 
expenditure now? Admittedly it will 
be twenty to thirty years before all this 
land is ready for cropping. Is not this 
a splendid place to begin a program of 
economy looking toward a balancing 
of the budget? 

The writer is in full accord with the 
conclusions of Messrs. Haw and 
Schmidt in their report to the Secre- 
tary of the Interior that reclamation 
has proven itself to be a sound and de- 


In the next and concluding article of this series, Dr. 
outlook for Grand Coulee power as a sub 


sirable national undertaking, and does 
represent a constructive policy of social 
development, and that it should be con- 
tinued as available means permit, but 
he does not believe that any justifica- 
tion for this project can be found in the 
reports that have been made. And in 
view of the building of other projects 
now which add 33 per cent to the irri- 
gated acreage, there is all the more 
reason for deferring it. 

Now is a time for strict economy. 
This is a project just commenced. To 
stop it now means the spending of $63,- 
000,000, possibly more, for the foun- 
dation of a dam that can be completed 
five or ten or fifty years hence, Why, 
one might well ask, should we not 
work toward a balanced budget on this 
project? 


Riggs will analyze the market 
sidy for irrigation. 





Coming Articles 


The “People’s” Propaganda 
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* 


Waste in Ill-considered Federal Public 
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Wire and Wireless 
Communication 


REDULOUS perusal of the “Proposed 

Report” on the telephone investiga- 
tion, submitted April Ist to the Federal 
Communications Commission by Com- 
missioner Paul A, Walker, would tend 
to shatter the universal belief that the 
Bell System is a remarkably efficient and 
well-conducted organization. 

Critical reading of the 1,065-page re- 
port, however, produces a different reac- 
tion. It is perhaps inevitable that any in- 
vestigation ordered, or authorized, by 
Congress should proceed upon the as- 
sumption that the persons or com- 
panies under scrutiny have been guilty 
of nefarious practices. Otherwise why 
an investigation? Such an approach 
was particularly foreordained in the 
case of an investigation of a public 
utility, since the attitude of the New 
Deal administration toward the electric 
utilities could hardly fail to be reflected 
in some degree upon other types of public 
service companies. 

However, the “Proposed Report” is so 
uncompromisingly critical of the Ameri- 
can Telephone and Telegraph Company 
and the Bell System—elsewhere admit- 
tedly the best and cheapest telephone 
service in the world—that its explosive 
force tends to destroy the effect of the 
report itself. 

Thus, the dominant theme of the con- 
clusions and recommendations—need 
for “the development of a national com- 
munications service which shall provide 
a progressively increasing volume and 
constantly improving quality of service 
at a progressively decreasing unit cost” 
—is already fait accompli. 


The investigation, of course, de- 
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veloped some valuable information that 
may lead to constructive legislation. 
After the “Proposed Report” has been 
fully considered by the entire commis- 
sion, it is likely to be toned down con- 
siderably before formal transmission to 
Congress. It is known that some of the 
commissioners do not like the manner in 
which the investigation was conducted, 
and disagree with some of the con- 
clusions set forth in the “Proposed Re- 
port.” Commissioner Craven was first to 
assert himself. In a public statement he 
said, in part: 


In spite of the fact that the commission 
acted within its authority when it denied the 
right of cross-examination and rebuttal to 
the telephone company, I feel that more 
could have been accomplished and better 
feeling in general would exist had this privi- 
lege been granted. Furthermore, although 
I am unable as yet to reach final conclusions, 
or to agree with some of the recommenda- 
tions contained in this report, I believe that 
in general the report indicates the necessity 
for an improvement in the existing regula- 
tion of the telephone systems of the coun- 
try. However, in making this assertion I 
believe it is only fair to recognize that the 
telephone service in this country is, in gen- 
eral, excellent, but that it is capable of im- 
provement as a result of intelligent con- 
structive regulation. 


The newspapers naturally seized upon 
the most sensational feature of the re- 
port, presented in Commissioner Walk- 
er’s summary as follows: 


The Proposed Report suggests that un- 
necessarily high costs, resulting from cer- 
tain of the major policies and practices of 
the system, including the cost of manufac- 
turing telephone apparatus and senet, 
engineering, research, and 
policies, depreciation policies, license a 
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tract payments, and the segregation of plant 
revenues and expenses, indicate that a re- 
duction of approximately 25 per cent may be 
made in telephone rates throughout the en- 
tire Bell System without interrupting the 
existing net earnings. 


This “suggestion” is so sweeping as to 
be open to serious question, especially 
as telephone rates have long been regu- 
lated by the state public service com- 
missions. 


AR more important are the recom- 

mendations which, if perchance they 
should ever take legislative form, would 
virtually make the FCC a supervisory 
board of directors of the American 
Telephone and Telegraph Company. 
The proposals would vest in the FCC 
jurisdiction and authority: 


(1) To review, approve or disapprove all 
Bell System policies and practices 
promulgated by the central manage- 
ment group of the American Company. 

(2) To regulate the costs and prices of 
telephone apparatus and equipment. 

(3) To review, approve or disapprove all 
intercompany contracts. 

(4) To regulate Bell System financing. 


The basis for the foregoing recom- 
mendation is found in the body of the re- 
port, where the following appears: 


The policies and practices emanating from 
the central management group of the Ameri- 
can Company reach all parts of the Bell 
System and determine directly the cost, 
quality, and volume of telephone service, 
both interstate and intrastate. This central 
management is beyond the regulatory juris- 
diction of the state commissions. Such cen- 
tral management constitutes a department 
of the holding company, the American Com- 
pany, which may be regulated constitution- 
ally by Federal authority. Unless Federal 
jurisdiction over such management policies 
is granted, effective regulation of the Bell 
System is impossible. Only through such 
Federal regulation may the continued 
evasion of regulation inherent in the Bell 
System organization be prevented. The Fed- 
eral authority needed is that which will per- 
mit review, approval or disapproval of all 
Bell System policies and practices emanating 
from the central management group which 
affect, directly or indirectly, the quality, 
cost, and volume of telephone service. .. . 

Such authority ma pat by an 
amendment of §218 of the Communications 
Act of 1934. As presently constituted, this 
section permits the Federal Communications 


Commission to inquire into the management 
of the business of all carriers subject to the 
act for the purpose of keeping itself in- 
formed on the manner and method by which 
the business is conducted. Such authority 
extends only to operating practices affecting 
interstate operations. It is confined merely 
to inquiry. It does not permit any degree 
of supervision or control over the policies 
promulgated by such management. 

It is recommended, therefore, that §218 
of the Communications Act of 1934 be 
amended so as to give to the Federal Com- 
munications Commission the power and au- 
or to review, approve or disapprove all 
Bell System policies and practices promul- 
gated the central m ement group of 
the American Company before such policies 
and practices are made effective the 
American Company throughout the Bell 
System. 


HE report indicates a feeling of re- 

gret that the Bell System has large- 
ly eliminated competition—a feeling that 
is not shared by those business men and 
householders who once had to put up 
with the inconvenience and expense of 
dual systems or by the public regulatory 
authorities which have long considered 
the policy of competition between tele- 
phone companies unsound. Concluding 
a section on independent telephone com- 
panies, the report says: 


The Bell System has consistently pursued 
the policy of eliminating competition in 
order to attain for itself virtual monopoly 
of the telephone business in the United 
States. That it has been remarkably suc- 
cessful in attaining the objectives of this 
policy is demonstrated by the fact that at 
the present time it controls approximately 
90 per cent of the book value of the tele- 
phone plant and equipment; approximately 
80 per cent of the total telephone stations; 
approximately 95 per cent of total wire mile- 
age; approximately 98 per cent of toll lines; 
and approximately 90 ‘eal cent of the tele- 
phone manufacturing business. It has de- 
veloped a nation-wide, unified control of the 
telephone industry, including local 
long-distance service, the manufacture and 
sale of telephone apparatus, equipment and 
cable, and developments in the art, through 
the gradual elimination of effective compe- 
tition. 


The report reaches the conclusion that 
“attempts at this late date to develop a 
strong independent telephone system to 
compete with the Bell System would be 
futile.” The only remaining methods of 
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reaching a proper balance between a rea- 
sonable return on capital invested in the 
telephone industry and the reasonable 
price to be paid for telephone service by 
subscribers, according to the report, are 
(1) government ownership or (2) effec- 
tive governmental regulation. 

The question of government owner- 
ship was not studied in the investigation 
“because it seemed advisable first to ex- 
amine the possibility of effective regula- 
tion as a substitute for competition.” 
The report, however, is so insistent upon 
the alleged inadequacy of state regula- 
tion that the writers of the report appear 
to be suggesting “effective regulation” 
only as a forlorn hope. This is the way 
they phrase it: 

As a practical matter, government owner- 
ship would not be as difficult of attainment 
as the reéstablishment of effective competi- 
tion. Inasmuch as the possibilities of pro- 
tecting both the public and utility interests 
by regulation have not yet been tested in 
practice, it appears desirable to continue the 
attempt to accomplish the necessary objec- 
tives under regulation. In the event of 
failure here, however, government owner- 
ship would be almost the only means re- 
maining for attainment of telephone service 
at low cost. 


The report does not dwell at greater 
length upon the practicability of govern- 
ment ownership, but proceeds to point 
out with considerable emphasis the va- 
rious angles by which greater regulatory 
authority should be conferred upon the 
FCC 


ERH APS the most vulnerable points in 

the Bell System which are attacked 
by the report relate to depreciation and 
pensions. As to the former, the report 
says: 


The Bell System companies have ac- 
cumulated depreciation reserves amounting 
on December 31, 1936, to $1,145,000,000 or 
nearly 30 per cent of the total depreciable 
telephone plant. Most of this reserve has 
been accumulated since the Interstate Com- 
merce Commission’s Uniform System of 
Accounts became effective on January 1, 
1913. Annual depreciation charges included 
in operating expenses have been estimated 
since 1912 on a straight-line basis, whereby 
an attempt is made to determine the aver- 
age life of each class of depreciable plant 
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and to distribute fie service value (cost less 
salvage) in equal annual percentages over 
the estimated life. 

Despite the use of complicated formulae, 
developed by the American Company, an 
voluminous computations, the Decedidion 
rates in use in the Bell System are based to 
a large extent upon personal judgment of 
the expected life and salvage. Depreciation 
rates have been changed frequently in the 
past as estimates of life and salvage were 
altered. Theoretically, the American Com- 
pany’s depreciation methods are designed to 
recover the original cost (less salvage) of a 
group of plant elements through annual 
charges to operating expenses at a uniform 
annual rate (as nearly as possible) through- 
out the life of the group. This se is 
defeated by the present method of com- 
puting each new depreciation rate as though 
it were to apply to new plant only, disre- 
garding entirely existing accumulations of 
past depreciation charges against old plant. 
As a practical matter, the life of telephone 
plant is growing progressively longer, and 
the method of revising depreciation rates 
used in the Bell System is such that over- 
accruals of depreciation charges and ex- 
cessively large reserves are inevitable. 

Over-accruals of depreciation charges 
constitute a source of profit to the company 
in addition to the apparent rate of return, 
and the accumulated depreciation reserves 
constitute a source of capital to the com- 
pany free from interest charges or dividend 
requirements. 

Telephone rates, when fixed on a rate 
base in which the allowance for depreciation 
is less than the depreciation reserve, require 
subscribers to pay a return to the company 
on investment which the subscribers have 
themselves contributed through their rates. 
Bell System companies have claimed, and in 
many cases have received, rate base valua- 
tions in which the deduction for deprecia- 
tion was only about one-third to one-quar- 
ter of the depreciation reserve accumulated 
fenet rates and carried on the company’s 

ooks. 


gt meet this situation, the report pro- 
poses that the commission take the 
position that : 


1. An unseverable connection exists be- 


tween the depreciation which has cur- 
rently accruing in a telephone pengesty 
throughout its life and the total accrued 
depreciation which is deductible from cost 
in determining the rate base. 

2. Annual depreciation my included 
in operating expenses should equal, as 
nearly as may be, to the page > cur- 
rently accruing in the prope The ac- 
cumulation of such annual reciation 
charges in the depreciation reserve is the 
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fairest measure of depreciation deductible 
for valuation purposes. 

3. The total of the annual depreciation 
charges accumulated against a up of 

roperty units throughout their life must 
be adequate, and not more than adequate, to 
meet the net loss (original cost less salvage) 
— and as the units of the group are re- 
tired. 

4. Adherence to the straight-line method 
of depreciation accounting should not be so 
construed as to permit either over-accrual 
or under-accrual of depreciation reserves 
against depreciating groups of property 
units. Depreciation reserves should be com- 
pared periodically with the cost of surviving 
units in each group and annual depreciation 
charges should be so adjusted that the 
original cost less salvage will have been 
amortized at the time of ultimate retirement 
of the group from service. 

5. The accumulated depreciation reserves, 
as well as future additions thereto, should 
be held as trust funds to be administered 
by the company for the benefit of subscrib- 
ers present and future. 

6. The earnings on the reserve should ac- 
crue to the benefit of subscribers. 

7. Not less than the full depreciation re- 
serve should be deducted from cost in de- 
termining the rate base. 


HE exact purpose of the Bell Sys- 

tem’s pension plan in its present 
form has not been made clear, the re- 
port says. It is presumably an old-age 
benefit plan or additional compensation. 
The report continues: 


As an old-age benefit plan, it is inconsist- 
ent since the largest benefits are paid to the 
high salaried executives, whose earnings 
during their working years have presumably 
been sufficiently large to enable them to make 
ample provision for their old age. As addi- 
tional compensation, the present method of 
administration is unfair, since the company 
has the right to discharge employees before 
they become eligible for pension payments, 
thereby depriving them of the compensation 
which they have earned. 

In its present form the Pension Plan is 
an important factor in carrying out the pur- 
poses of the American Telephone and Tele- 
graph Company’s general department for 
complete and unquestioned control of the 
entire Bell System personnel. Fear of los- 
ing the pension is unquestionably a club over 
the heads of Bell System employees from 
the presidents of the associated companies 
down to the lowest paid worker which in- 
sures their unquestioning acquiescence in 
plans and policies promulgated by the small 
group of American Telephone and Tele- 
graph pany executives. This form of 
control of employees is against the best in- 
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terests, both of the workers and of the pub- 
lic, since it tends to stamp out initiative, to 
prevent the workers from asserting their 
rights, and to remove any check on the mis- 
use of the practically unlimited powers of 
the American Company oli Y, which 
might arise from the presidents and other 
executives of the associated operating com- 


panies. 

If the plan is intended as an addition to 
each employee’s compensation for services 
rendered, then each employee is entitled to a 
vested interest in the fund in proportion to 
his term of employment. Such interpreta- 
tion would increase pension benefit costs 
provided the present scale of benefits is 
maintained and would also make the un- 
funded liability a real liability. If the plan 
is intended solely to provide old-age benefits 
to employees who have le to pro- 
vide for themselves during their working 
years, the large benefits paid to executives 
and high salaried employees should be dras- 
tically reduced and pension payments limited 
to the excess of payments under the plan 
over Social Security benefit payments after 
national Social Security payments become 
effective in 1942. 


The commission is asked to subscribe 
to certain adjustments which it already 
has authority to require. A step in this 
direction was taken by the FCC last 
February in the adoption of Order No. 
34, calling for detailed information con- 
cerning pensions and other forms of em- 
ployees’ benefits. 

No intimation has been forthcoming 
as to the probable date of action by the 
commission on the report. Officially, at 
least, the individual members are study- 
ing it, but pressure of other business is 
assigned as a retarding influence. It 
seems unlikely that final action will be 
taken in time for consideration by Con- 
gress during the current session. 

eo 


ERSISTENT reports that the FCC was 
trying to avoid an investigation by 
Congress were the basis of another rift 


between the members. Commissioner 
Payne started the trouble with a resolu- 
tion “welcoming” a complete investiga- 
tion by Congress. Commissioner Craven 
supported him, but the other five turned 
thumbs down after delaying action for 
a week. Their attitude was that the 
question of an investigation was wholly 
a matter for the judgment of Congress. 
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Financial News 


and 
Comment 


By OWEN ELY 


Administration Defeat May 
Turn Business Tide 


HE defeat of the reorganization 
bill resulted in a sharp rise in se- 
curity prices in the 2-hour trading ses- 
sion on April 9th. The Dow-Jones In- 
dustrial Average (which only a few days 
reviously had dropped to98.5) advanced 
more than five points to the 115 level. 
e utility average, which recently made 
kh new low at 15.14 (compared with the 
pll-time 1935 low of 14.40), advanced 
about a point. The gain in utilities was 
probably retarded by action of the SEC 
in forbidding Columbia Gas & Electric 
Company to declare dividends on its 
common stock. 

The market’s previous rally appeared 
largely due to technical factors, hopes 
of substantial aid to the railroads, and 
signs of renewed inflationary tendencies 
kt Washington. A discouraging feature 
of the earlier advance was the failure of 
commodity prices and business activity 
0 show corresponding gains. In the 
past few weeks, however, commodities 
have had a better tone and wheat mar- 
kets have enjoyed a sudden spurt based 
on fears of foreign crop failures. British 
interests are reported to have bought ten 
million bushels of cash wheat from the 


United States, Canada, Australia, and 


the Argentine, while continental coun- 
tnes are also in the market. 

Inflationary plans center about an ap- 
propriation of $1,250,000,000 for relief 
during the first seven months of the 1939 
fiscal year, the $1,500,000,000 RFC loan 
program approved by Congress, and 
proposed +$1,500,000,000 construction 
loans to municipalities without interest. 
This sudden renewal of pump-priming 
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activity has, however, been greeted with 
mixed sentiments. While interpreted 
favorably marketwise as a temporary 
stimulus to business, The Wall Street 
Journal in a bold-face editorial headline 
characterizes it as “Bad Finance, Bad 
Economics—And No Help.” However, 
it seems probable that Congress will 
show greater interest in such a program 
than it has in the reorganization bill, the 
wages-and-hours bill, and other “pet” 
measures of the administration. 

The President has indicated his oppo- 
sition to railroad subsidies or even a 
guaranty of the interest on obligations 
of reorganized roads. While the new 
RFC loan program may open the way to 
increased government support of rail 
credit, the fact that ICC approval is still 
required—presumably involving certifi- 
cation that no reorganization is neces- 
sary, as a proviso of each individual loan 
—will tend to restrict extension of aid 
where most needed. It is difficult to see 
how other proposed remedies, such as 
another rate increase, repeal of the long- 
and-short haul clause, a wage cut, etc., 
can bring aid quickly and effectively 
enough to prevent additional receiver- 
ships. The only genuine remedy is in- 
creased carloadings. 

Summarizing, the New Deal has re- 
ceived an emphatic check, and it is possi- 
ble that this may have the same effect 
towards restoring business confidence as 
did the defeat of NRA. Certainly public 
sentiment had been aroused to a high 
pitch against the reorganization bill. A 
recent poll by the American Institute of 
Public Opinion (which forecast the 
President’s reélection) indicated that 
three-quarters of the Democratic voters 
polled (and 97 per cent of the Republi- 
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can) were opposed to granting the 
President increased powers; in fact, 
one-quarter of the Democrats joined 
with three-quarters of the Republicans 
in voting that the President’s powers 
should be decreased. 

If the Senate committee’s favorable 
tax proposals do not meet too much op- 
position in conference with the House, 
this may lend further support to the 
present rebirth of confidence, providing 
the necessary fillip to start the recovery 
cycle. 


> 


SEC Proposes Tax Relief for 
“Death Clause” Adjustments 


HAIRMAN of the SEC William O. 

Douglas, at a hearing before the 
Senate Finance Committee, has pro- 
posed amendments to the pending tax 
bill in order to relieve utility systems 
from certain tax burdens which might 
be incurred in connection with any se- 
curity and property transfers ordered by 
the SEC during the period of system 
simplification. It is unfortunate that he 
did not suggest tax relief for voluntary 
changes. If Mr. Douglas could also 
secure changes in the various state 
laws with regard to property transfer 
and other taxes, he would still further 
expedite the readjustments sought under 
the Utility Act—for probably the great 
majority of subholding companies were 
created to escape the burdensome restric- 
tions imposed by the various states. 
Since Mr. Douglas’ statement gives a 
very clear picture of the problem jointly 
confronting the utilities and the SEC, 
we quote excerpts as follows: 


Mr. Chairman, under §11 of the Public 
Utility Holding Company Act our commis- 
sion has two jobs that now lie ahead, in 
view of the decision the other day by the 
Supreme Court upholding the constitu- 
tionality of the registration provisions of 
the statute. Those two jobs are, generally 
speaking, first, corporate simplification, and, 
second, geographical integration of utility 
properties, 

The corporate simplification problem is, 
generally speaking, one designed to elimi- 
nate these tiers upon tiers of companies that 
we find in many of the holding company 
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systems. That standard in the statute j 
s ing broadly, this—that a holding ¢q 

pany may have some children, and it m; 
have some grandchildren, but it may x 
have great grandchildren or relatives oj 
even a more distant relationship, Thy 
means, in many of these situations, ¢lim 
nating one company, two companies, thre 
companies, or four companies, the desig 
of Congress being in that statute to bring 
the security holders of the holding compam 
closer to the real values in the operating 
companies. The problem under the int. 
gration provision of §11 is to bring thew 
properties into compact units, propertie 
that are contiguous, operating in one 9 
more states, rather than the scattered type 
of properties that you find in many y 
tems. ... 

Our commission has adopted the gene 
policy of working with the industry, running 
our commission on the basis of a servic 
station, trying to get the industry to d 
these things under its own motive power, and 
we have been successful, I may say to date in 
that objective, and the temper of the indus 
try today is one of working in codperatios 
with us. 

One of the first cases, or the first orde 
that we entered under §11, was in the cas 
of American Water Works last December 
where American Water Works worked out 
its plan under the aegis of the commission 
and where we approved the regrouping and 
the corporate simplification ocuariaaiiee 
and we think, by and large, that will be the 
pattern that these companies will follow, 
namely, one of voluntary action... . 

There is no question but what the brain 
that built up those crazy hierarchies 0 
utility holding companies can do a con 
structive job in reducing those to a more 
simple pattern, along the lines set up b 
Congress for them to follow, and bring th 
whole private utility industry into greate 
order and stability, with conservative prac- 
tices, and so on. There is no question bu 
what the brains are there to do it, and! 
think there is the desire, by and large, for 
them to go ahead. ... 

It is a question of integration, a question 
of efficiency, the state of the art, and so o, 
as Congress has set up under §$11(b). But, 
Mr. Chairman, since this is a compulsory 
transaction that they are going to be et 
gaged in from now on, it does not seem to 
us fair and equitable for the government to 
force them to do this and at the same time 
to collect the taxes as the result of their 
doing it. So we are here this morning, Mr. 
Chairman, suggesting to the committee that 
some modifications of the capital gains tat 
as respect such transfers be considered by 
the committee for immediate 
into the law... . That does not mean that 
we collapse an intermediate holding com- 
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y and require those securities to be dis- 
tributed to the top company that there will, 
at no subsequent time, be any payment of a 
tax, but it means that that collapse and that 
transfer which is effected under our order 
is not taxable and that the tax base, gener- 
ally speaking, is substituted or, in some in- 
stances, transferred into the hands of the 
transferee who later, in case of a noncom- 
pulsory transaction, does pay the tax. In 
other words, it is a rather narrow exemp- 
tion, just for those immediate transactions 
that are effected as the result of the order 
that the commission entered. 


> 


Columbia Gas Dividend 
Barred by SEC 


n one of the most momentous actions 
I yet taken under the Holding Company 
Act, the SEC on April 8th refused Co- 
lumbia Gas & Electric Corporation per- 
mission to declare dividends on its com- 
mon stock and also required that the Feb- 
ruary and May dividends on the preferred 
stocks be charged against 1938 earnings. 
The latter requirement presumably 
works no hardship since first quarter 
consolidated earnings are estimated to be 
slightly in excess of those a year ago, 
while the system’s cash is currently over 
$25,000,000. 

The commission’s order was based on 
objections to the company’s accounting 
procedure with respect to its surplus ac- 
count, and the alleged “write-ups” at the 
time of the company’s inception some 
twelve years ago. The commission ap- 
parently questioned whether the present 
book surplus could be maintained if the 
desired adjustments in bookkeeping 
methods should be made. The commis- 
sion estimated upward “revaluation” to 
date as in the neighborhood of $72,000,- 
000, although it did not indicate that 
these revaluations were necessarily im- 
proper, 

The whole question arose when the 
company sought SEC approval for its 
1938 dividend plans. According to The 
Wall Street Journal: 


The company’s accounting method lumped 
both earned and unearned surplus. Under 
the uniform system of accounts promul- 
gated by the SEC and FPC, that is required. 
The company could not, without subjecting 
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itself to severe penalties under the act, set 
up definite amounts for both types of sur- 
plus unless it had rulings from the SEC. 
Columbia Gas & Electric is a Delaware 
concern. Under the laws of that state and 
the states in which its major properties 
operate, New York, Ohio, and ns 
it is provided that dividends may paid 
out of the excess of assets over liabilities 
without regard to Whether such excess con- 
sists of earned or unearned surplus. 

The company, in its brief, asking for au- 
thority to Ve the dividend, defended its 
surplus an further asserted that it could 
readily increase its surplus by the declara- 
tion of extraordinary dividends by its sub- 
sidiaries which have substantial surpluses. 
It felt, however, that it would be sounder 
financial policy to keep such funds in the 
subsidiary concerns in line with good hold- 
ing company procedure. 

At the time of its inception in 1926, Co- 
lumbia Gas & Electric was credited with a 
surplus of $67,372,510 according to its 
records and to the commission’s findings. 
Since that date it had net earnings of $202,- 
555,347 or a total of earned and unearned 
surplus of $269,927,857. From that sum, 
since its inception, the company paid out in 
cash preferred dividends of $68,971,481; 
cash common dividends of $106,500,456, 
dividends on the common in common stock 
of $36,393,831; dividends in preference 
stock on the common of $25,000,000 and 
other charges of $19,810,478; or a total of 
$256,666,248, leaving a surplus on December 
31, 1937, of $13,261,609. 

In its order the commission contended 
that this result could be arrived at only by 
indulging in certain artificial assumptions, 
the principal one of which is that where 
directors declare dividends payable in stock 
they intend that such dividends shall be 
debited first to capital surplus, to the extent 
necessary to exhaust that account, and 
thereafter earned surplus. 

The commission softened its blow, how- 
ever, with the following statement: “Suf- 
fice it to say that in the short time allotted to 
it, the commission has been unable to deter- 
mine the character of this surplus, whether 
earned or capital, and therefore for the pur- 
pose of this order, the account in question 
must be considered as a surplus account of 
indeterminate character.” 


. 
Corporation Notes 


g &- triangular battle between New 
York city and the Interborough and 
Manhattan Railway interests continues 


to drag through the courts. The problem 
of unscrambling the subway and elevated 


lines, the power houses, etc., and un- 
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tangling the various contracts with New 
York city seems as far from solution as 
ever. The basic question as to how much 
money the elevated lines (apart from the 
elevated extensions of the subways) are 
losing has not yet been attacked. Bad 
bookkeeping seems to be a major flaw in 
this particular traction picture. Another 
point is whether the elevated lines can 
charge a higher fare than the subway or 
or whether component parts of the sub- 
way system can charge separate fares, 
and “get away with it” without losing 
too much traffic. At present the solution 
lies in the hands of the attorneys for the 


e 


various {prours and the Federal cour, 
rather than politicians, financiers, o, 
operating men, because of the abstruy 
legal questions involved. Considerabk 
delay may ensue before the various issues 
are ironed out. Meanwhile, the larger 
question of unification will also mark 
time, unless the LaGuardia administra. 
tion can obtain a constitutional amend. 
ment (for popular vote next November) 
from the constitutional convention now in 
session. 


Columbia Gas & Electric Corporation 
has filed an application with the SEC for 


UTILITY PREFERRED STOCKS 


Dividend Paying (in order of yield) 
Consolidated Gas. of Balt. $5 
Duquesne Lighting 1st $5 
United Gas Improvement $5 
Public Service of N. J. 
Pacific Gas & Electric $1.50 
American Gas & Electric $6 
Consolidated Edison of N. Y. $5 
Public Service Electric & Gas $5 
Southern Calif. Edison $1.50 “B” 
Pacific Lighting $6 
West Penn Power $7 
North American $3 
North American Edison $6 
Philadelphia Company $3 
American Light & Traction $1.50 
West Penn Electric $7 
General Telephone $3 Conv. .............. 
Columbia Gas & Electric $6 
Amer. Water Works & Elec. Ist $6 
Federal Light & Traction $6 
United Gas Corp. Ist $7 
Georgia Power Ist $6 
Commonwealth & Southern $6 (paying $3) 
Long Island Lighting $6 (paying $3) 
United Corp. 
Engineers Pub. Ser. $5 Conv. ............. 
Electric Bond & Share $6 
National Power & Light $6 
American Power & Light $5 (paying $3.75) 
Brooklyn-Manhattan Transit $6 
Nondividend Paying (in order of price) 
Standard Gas & Electric $7 
American & Foreign Power $7 
United Light & Power $6 Conv. .......... 
Electric Power & Light $7 


*Selling above call price. 
E Estimated. 
(a) Fiscal year ended June 30th. 
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Earned 
Per Sh. 
1936 
$29.21 
36.71 
38.00E 
15.05 
4.35E 
38.38 
16.30 
54.20 
3.56 
39.53 
20.00E 
30.51 
32.80 
12.49 
10.52 
14.25E 
18.09 
13.86 
18.60E 


Current Appros. 
Yield Dividend 
About Accum, 
44% 
4.4 


Current 
Price 
About 
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6. 
5.00E(a) 31.7 
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an order declaring it and certain sub- 
sidiaries not to be subsidiaries of United 
Corporation. 


San Antonio Public Service Company 
has filed registration statements with re- 
spect to the issue and sale of $17,000,000 
principal amount of first mortgage bonds, 
4 per cent series, due 1963; $2,500,000 
principal amount of 4 per cent serial 
notes, due April 15, 1939 to 1948, and 
21,000 shares of common stock, no par 
value. 


Many large holding companies 
registered with the SEC following the 
Supreme Court decision. Among these 
are Electric Bond and Share, Central 
Public Utility, Associated Gas, Standard 
Gas, United Gas Improvement, Electric 
Power & Light, Commonwealth & 
Southern, and United Corporation. At 
the end of March only about $2,000,000,- 
000 of holding companies (out of some 
$15,000,000,000 estimated total)  re- 
mained unregistered, and presumably the 
amount has been further reduced since 
that date. 


New York city has increased the pres- 
ent 2 per cent municipal sales tax on tele- 
phone, gas, electric, and refrigeration 
services to 3 per cent, with certain exemp- 
tions on low monthly gas and electric bills. 
The new tax is estimated to yield about 
$3,000,000 a year. 


Briefs have now been submitted to the 
Interstate Commerce Commission in the 
application by Hudson & Manhattan 
Railroad for an increase in fare from 6 
to 10 cents between New Jersey and 
Hudson Terminal (New York city). 
The brunt of the arguments revolved 
around the Hudson & Manhattan’s con- 
tractual arrangement with the Pennsyl- 
vania Railroad for the divisions of joint 
trafic. The protestants contended that 
the ICC had the authority to require the 
two railroads to readjust these divisions 
so that the Hudson & Manhattan will re- 
ceive a “fair and equitable” revenue for 
the transportation services “it performs 
primarily for the Pennsylvania.” The 
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Hudson & Manhattan, on the other hand, 
argued that no increase in its divisions 
was practicable at this time and that no 
such increase could afford Hudson & 
Manhattan the $1,000,000 revenue needed. 


New Jersey Power & Light Company 
(Associated Gas subsidiary) has applied 
to the utility commission of New Jersey 
for authority to buy the remaining out- 
standing shares of Jersey Central Power 
& Light Company’s common stock in 
which it already has a one-third interest. 
Charles M. Kritzman, counsel for the 
New York Trust Co., holder of 712,411 
shares of the stock as trustee for the 
bankrupt National Public Service Cor- 
poration, said the shares would be sold at 
auction May 4th. 


During February, according to SEC 
statistics, Cities Service Company made 
large purchases of Cities Service Power 
& Light preferred stocks together with 
various securities of Empire Gas & Fuel 
Company. The purchases resulted in 
sharp temporary price advances. Soon 
after the consummation of these opera- 
tions, Cities Service registered its utility 
affiliates with the SEC. 


Active negotiations are now under way 
for the purchase of the properties of 
Memphis Power & Light Company by 
the municipal light and water division of 
the city of Memphis. Sale of West Ten- 
nessee Power & Light Company (an- 
other subsidiary of National Power & 
Light Company) to Tennessee munici- 
palities is also being considered. 


Holding companies in the Middle West 
Utilities system have moved their head- 
quarters to Delaware (from Chicago) to 
avoid local taxes based on new personal 
property assessments. 


Federal Water Service Corporation 
during the past year sold four of its 
water properties to the respective com- 
munities in which they operated, while 
two other cities served notice of their 
intention to purchase the properties, as 
provided in the franchises. 
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What Others Think 


Special Walker Report on 
Telephone Investigation 


OLLOWING is the Federal Communi- 
F cotions Commission’s summary of 
the proposed report on the telephone in- 
vestigation prepared by its special in- 
vestigation staff under the direction of 
Commissioner Paul A, Walker, and 
transmitted April Ist to the Senate 
House Committee on Interstate and 
Foreign Commerce: 


The proposed report is directed largely to 
a demonstration of the unnecessarily high 
cost of rendering telephone service by Bell 
System companies. It points out that com- 
plete control of all Bell System activities, 
policies, and practices, is centralized in the 
central management of the American Tele- 
phone and Telegraph Company in New 
York, and that ultimate responsibility for 
Bell System policies and practices and their 
results rests solely with the executive offi- 
cers of the American Telephone and Tele- 
graph Company ; that due to this centralized 
management control, the Bell System has 
successfully evaded effective state regula- 
tion, despite the separate corporate entities 
of the operating subsidiaries; that the 
System is treated as a unit for purposes of 
profit, and as a group of separate corporate 
legal entities for purposes of regulation. 

The proposed report points out that effec- 
tive regulation of the Bell System, in so far 
as operation, management, development and 
research, and telephone manufacturing are 
concerned, requires effective regulation of 
the central management of the American 
Telephone and Telegraph Company re- 
sponsible therefor; that the Federal Com- 
munications Commission is the only ad- 
ministrative body that may constitutionally 
reach the central management policies of 
the Bell System; that the Federal Com- 
munications Commission, if clothed with 
proper regulatory authority, may regulate 
the policies and practices emanating from 
the central management group, and also act 
as a staff organization which can assist the 
state commissions and make available to the 
latter information necessary to the accom- 
plishment of effective regulation in the field 
of intrastate telephone activities. 

The proposed report demonstrates the 
necessity for adoption by the Federal Com- 
munications Commission of a long-range 
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national policy on wire communications, in 
order to achieve efficient telephone service 
at reasonable cost. This national policy is 
stated as follows: Development of a pro- 
gressively increasing volume and constantly 
improving quality of national wire com- 
munications service at a progressively de- 
creasing unit cost. 

In order to achieve the proposed national 
policy on wire communications, the proposed 
report states the commission’s position on 
matters capable of solution under existing 
authority, as well as the types of additional 
legislation needed. 

A brief summarization of the conclusions 
and recommendations, based upon the facts 
developed in the telephone investigation, 
deemed necessary to effectuate the proposed 
national policy of developing a progressively 
increasing volume and constantly improving 
quality of national wire communications 
service at a progressively decreasing unit 
cost, includes : 


I. The proposed report recommends that 
the Federal Communications Commission 
take the following position with respect to 
certain matters covered by the investigation 
which are within its existing jurisdiction 
and authority: 

(1) Depreciation of telephone plant and 
property. 

(a) An unseverable connection exists 
between the depreciation which has been 
currently accruing in a telephone property 
throughout its life and the total accrued 
depreciation which is deductible from 
cost in determining the rate base. 


(b) Annual depreciation charges in- 
cluded in operating expenses should be 
equal, as nearly as may be, to the depre- 
ciation currently accruing in the property. 
The accumulation of such annual depre- 
ciation charges in the depreciation re- 
serve is the fairest measure of deprecia- 
tion deductible for valuation purposes. 

(c) The total of the annual deprecia- 
tion charges, accumulated against a 
group of property units throughout their 
life must be adequate, and not more than 
adequate, to meet the net loss (original 
cost less salvage) when and as the units 
of the group are retired. 


(d) Adherence to the straight-line 
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method of depreciation accounting 
should not be so construed as to permit 
either over-accrual or under-accrual of 
the depreciation reserves against de- 
preciating groups of property units. De- 
preciation reserves should be compared 
periodically with the cost of surviving 
units in each group, and annual deprecia- 
tion charges should be so adjusted that 
the original cost less salvage will have 
been amortized at the time of ultimate 
retirement of the group from service. 

(e) The accumulated depreciation re- 
serves, as well as future additions there- 
to, should be held as trust funds to be 
administered by the company for the 
benefit of subscribers present and future. 

(£) The earnings on the reserve should 
accrue to the benefit of the subscribers. 

(g) Not less than the full depreciation 
reserve should be deducted from cost in 
determining the rate base under the 
straight-line method of accruing depre- 
ciation. 


(2) The pension plan. 


(a) Large executive pensions, payable 
under the pension plan, should be reduced 
drastically. 

(b) The company’s asserted right to 
revoke or suspend the pension benefits, 
earned under the terms of the plan, 
should be abrogated. 


(c) Bell System companies should be 
required to commit themselves to a defi- 
nite plan under which the difference be- 
tween their matured obligations and the 
amount of the pension fund would be de- 
voted to the payment of service pensions 
in the event the plan is canceled. 

(d) The funding of the unfunded ac- 
tuarial liability should not be permitted 
as a charge to operating expenses. 


(3) Public relations. 


(a) The cost of institutional, as dis- 
tinguished from commercial, advertising 
should be borne by the stockholders who 
are directly benefited thereby rather than 
by telephone subscribers. 


(b) Expenses incurred for dues to 
civic, commerci professional, and 
social groups and for donations to 
charitable organizations should not be 
chargeable to operating expenses but 
should be borne by the class benefiting, 
namely, the stockholders. 

(c) Concession service, or free serv- 
ice, should be prohibited. 


(d) Legislative agents reporting to the 
central authority of the American Com- 
pany should be required to register. 


II. The proposed report further recom- 


Commission should be given jurisdiction 
and authority by Congress: 

(1) To review, approve, or disapprove 
all Bell System policies and practices pro- 
mulgated by the central management 
group of the American Company. 

(2) To regulate the costs and prices of 
telephone apparatus and equipment. 

(3) To review, approve, or disapprove 
all intercompany contracts. 

(4) To regulate Bell System financing, 
including : 

(a) The power to require competitive 
bidding in the issuance of evidences of 
indebtedness of the American Company 
and other interstate telephone companies, 

(b) The power to determine the con- 
ditions under which future issues of capi- 
tal stock should be authorized with 
power to require sale of stock at or near 
market price or at a price competitively 
determined, if public interest would be 
served thereby. 


(c) The power to regulate the condi- 
tions of loans and the cost of funds ad- 
vanced by the American Company to the 
Associated companies. 

(d) The power to regulate the acquisi- 
tion of securities in subsidiary telephone 
companies whether for purposes of 
financing or for extension Pe control. 

(5) To limit the scope of Bell System 
activities to the communications field, in- 
cluding : 

(a) The power to prohibit any com- 
mon carrier subject to the commis- 
sion’s jurisdiction from devoting its 
assets and energies to commercial ex- 
ploitation of noncommunications fields 
when it appears that such activities may 
be detrimental to the public interest. 


(b) The power to permit the Bell Sys- 
tem, or any utility engaged in interstate 
communications, to obtain (under the 
determinations of this commission) the 
right to use patents, owned by others, 
which may be essential to the rendition 
= its communications service to the pub- 
ic. 

(c) In the event of the refusal of the 
Bell System, or any utility engaged in in- 
terstate communications, to _ license 
others upon reasonable terms under any 
patents obtained in connection with com- 
munications, the commission should be 
empowered, upon the application of 
parties so. refused, to order the issuance 
of such license, providing that the grant- 
ing thereof will not be detrimental to the 
communications service rendered by such 
utility. 


(6) Existing authority of the Federal 
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Dallas Morning News 


“CAME TO REPAIR YOUR PHONE” 


state telephone service and rates should be 
clarified in the following particulars: 

(a) By amending §201(a) of the Com- 
munications Act of 1934, so as to vest in 
the Federal Communications Commis- 
sion jurisdiction over the division of 
charges of joint interstate rates per se. 

(b) By amending §202(b) so as to 
prohibit discrimination, not only of 
services and charges in connection with 
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the use of wires in chain broadcasting or 
wires incidental to radio communication 
of any kind, but also of practices, classi- 
fications, regulations, and facilities. 

(c) By amending §214(a) so as to pre- 
vent any carrier subject to the act from 
extending, by whatever means, its service 
into territory already served without 
authorization of the Federal Communi- 
cations Commission; and by further 
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amendment of §214(a) so as to require 
authority from the commission in the 
event of abandonment of. any territory 
served by carriers subject to the act. 
(d) By amending §221(a) so as to 
make the application for consolidations 
of telephone companies subject to the act 
mandatory; and by further amendment 
of §221(a) so as to require approval by 
the commission of all acquisitions by one 
company of the stock or voting stock of 
another company for purposes of control. 
(7) The present existing inherent au- 
thority of the Federal Communications 
Commission to prescribe temporary rates 
for interstate telephone service should be 
made specific by permitting the commis- 
sion to fix temporary rates whenever it 
appears that the return on net book cost is 
excessive. Such authority should be suf- 
ficient to permit the compahy to suggest 
rate revisions when it appears that the re- 
turn on net book cost is inadequate. 


(8) There should be a declaration by 
the Congress of a congressional policy to 
the effect that prudent original cost of 
telephone property, including working 
capital, less accrued depreciation, should 
be used as the rate base for telephone com- 
panies subject to Federal jurisdiction. 


(9) Legislative enactments are required 
to handle the problems occasioned by the 
dissemination of racing and other sport- 
ing news through leased wire or other 
telephone facilities or services. 

(10) Adequate funds shouid be pro- 
vided for the purpose of continuing a pro- 
gram of effective regulation of the tele- 
phone industry. 


(a) By a deficiency appropriation 
which will make possible the con- 
tinuance of important work projected by 
the investigation and an adequate pro- 
gram of telephone regulation now being 
carried forward by the rates and research 
department created as a part of the tele- 
phone investigation. 

(b) By the enactment of a law which 
will provide for the assessment of the 
costs of regulation against the industry 
to be regulated, to become effective at 
the termination of the deficiency appro- 
priation. 


“The proposed report is not a report 


commission with a view to subsequent 
determination at the earliest practicable 
date, as to the form and content of the 
report which the commission will later 
submit to the Congress.” 


> 


Mr. Gifford’s Reply 


President Gifford of the A. T. & T,, 
in criticizing the report, said: 


When the telephone investigation was be- 
gun over three years ago, I welcomed the 
opportunity to place before the commission 
all facts as to the manner in which our busi- 
ness is conducted. I naturally assumed that 
we would have a fair investigation and an 
opportunity to place before the commission 
all of the material facts pertaining to all 
phases of the company’s business which the 
commission should desire to study. 

The investigation, however, was one- 
sided from start to finish. We were denied 
not only the right to cross-examine investi- 

ation witnesses and to be heard in our own 

half, but were denied the right to have 
included in the record written material 
which we had prepared and considered nec- 
essary to point out serious and important 
errors affecting most of the investigators’ 
reports. Commissioner Walker’s report 
must be appraised in light of these facts. 

We have not been given a copy of Con- 
missioner Walker’s report, said to contain 
1,000 pages, but if the summary of it cor- 
rectly reflects the report, it presents much 
that is simply not true and has been prepared 
with the same unfairness that characterized 
the investigation proceedings. 

This country has the best, the most ex- 
tensive, the most widely used, and the cheap- 
est telephone service in the world. In spite 
of this, it would appear that fault has been 
found with almost everything this company 
has done throughout its existence. This 
just does not make sense. 

Bell System earnings have never been 
excessive. The suggestion that rates might 
be reduced 25 per cent throughout the Bell 
System without reducing net earnings by 
changing depreciation and other major poli- 
cies and practices is absurd. 

According to the summary, the report 
claims for the investigation credit for re- 
ductions in rates and many other 
which, in the normal course of business and 
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WHAT OTHERS THINK 


Reaction of the Press to the Telephone 
Investigation Report 


ONSIDERING its importance as a pub- 
lic document, the reaction of the 
press to the recent “proposed report” of 
the FCC’s special staff on its 3-year tele- 
phone investigation was rather scarce 
and scattered. Most of the editorial 
statements seemed somewhat apathetic 
to the more drastic recommendations to 
curb alleged abuses in the Bell System 
through stringent FCC regulation. A 
few agreed, however, that some measure 
of increased Federal control over the in- 
terstate phases of the telephone industry 
might be warranted. 

A number of the editors were particu- 
larly interested in the seeming conflict 
within the commission itself over the re- 
port of its own investigation staff, as 
exemplified by the outspoken criticism 
of the staff’s one-sided procedure by the 
newest commission member, T. A. M. 
Craven. The New York Times stated: 


The Walker report has not yet been ap- 
proved by the full commission, and Mr. 
Craven’s dissent seems to indicate that that 
approval is not assured. Certainly there are 
aspects of this preliminary report calculated 
to puzzle most readers. The statement that 
the Bell System could cut telephone rates 
about 25 per cent “without interrupting ex- 
isting net earnings” will seem almost self- 
contradictory to the uninitiated. The sweep- 
ing criticisms of depreciation practices, pen- 
sion plans, and public relations policies will 
seem strange to those who have come to 
believe that the American Telephone system, 
whatever its faults, provides the most effi- 
cient telephone service in the world. But 
the recommendation that many persons will 
be most slow to accept is that the FCC 
should be granted power by Congress “to 
review, approve, or disapprove all Bell 
System policies and practices promulgated 
by the central management group of the 
American Company.” The powers asked for 
are in some directions far in excess of those 
exercised over the railroads by the ICC, and 
a few of them seem equivalent to govern- 
ment management. Our experience of the 
ever-widening government regulation and 
management of business in recent years has 
not been such as to make it appear axiomatic 
that the sweeping powers for the FCC now 
asked for by Mr. Walker would be in the 
public interest. 


SOMEWHAT similar view was taken 

by the editor of the Hartford 
(Conn.) Courant, which stated in part 
as follows: 


As a matter of common knowledge, the 
present telephone service is cheap, con- 
venient, and amazingly efficient. But Mr. 
Walker apparently will not be satisfied until 
this highly developed product of American 
mechanical and organizational ability be- 
comes the plaything of the bureaucrats. He 
would have the FCC given the power to “re- 
view, approve, or disapprove” all the sys- 
tem’s policies and practices. He would per- 
mit it at any time to establish such rates 
as it wished, regardless of the ability of 
the company to furnish service at the pre- 
scribed charges. He would give the com- 
mission powers over the telephone system 
exceeding those of the ICC over the rail- 
roads, and in so doing, would expose it to the 
same dead hand of bureaucracy that has 
plagued the railroads. 

Mr. Walker, as the other commissioners 
have made plain, speaks only for himself. 
From the tone of his report it would appear 
that he has a personal grudge against the 
telephone system. The intemperance of his 
attack on that system, in the regulation of 
which he would have a part were his rt 
accepted by Congress, furnishes an excellent 
reason for rejecting his proposals. 


The editor of The Wall Street Journal 
appeared to be particularly disturbed 
over the sweeping recommendation con- 
tained in the report “that the Federal 
Communications Commission should be 
given jurisdiction and authority by Con- 
gress to review, approve, or disapprove 
all Bell System policies and practices 
promulgated by the central management 
group of the American Company.” The 
Wall Street Journal stated: 


We say this is a proposal for irresponsible 
nationalization of a great and intricate sys- 
tem of indispensable communication, an at- 
tempt to make it at once the plaything and 
the livelihood of a numerous staff of politi- 
cal officeholders who could destroy what 
they could not rebuild. Do the millions who 
are in daily dependence upon efficient tele- 
phone service care to take that risk? Would 
they, even if they felt the assurance the 
author of this report professes that the com- 
mission’s staff knows the telephone business 
so much better than do the company’s men 
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and women that the commission could re- 
duce service rates by 25 per cent “without 
interrupting net earnings”? 


SYMPATHETIC note as far as the 

work of the FCC special staff was 
concerned appeared in a short editorial 
in The Washington (D. C.) Herald: 


The American Telephone .and Telegraph 
is dear to the heart of the American sub- 
scriber and the American investor. 

Dear is perhaps the word so far as the 
subscriber is concerned, but will the sub- 
scriber who is also the investor rejoice if the 
rates have to come down? 

The long-awaited results of the FCC in- 
vestigation into the giant holding company 
should bring joy to the hearts of both. 
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Beyond the recommendation of strict 
regulation by the Federal Communications 
Commission of rates and financing, the most 
important conclusion arrived at is that if 
the telephone company would reduce its 
rates 25 per cent it might make more money. 

That strikes a welcome cord in the breast 
alike of the subscriber who pays and the in- 
vestor who receives. 

Shall we some day see long-distance calls 
as cheap as they are in Europe? 


One of the most critical reactions was 


that contained in the editorial of the 
Providence (R. I.) Journal, which 
stated in part: 


Chairman McNinch himself says the com- 
mission is not yet ready to report. “The pro- 
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posed report,” he explains, speaking of that 
sent to the congressional committees, “is not 
a report by the commission, but is instead 
a report submitted to the commission and 
is now being studied by members with a 
view of subsequent determination, at the 
earliest possible date, as to the form and 
content of the report which the commission 
will later submit to the Congress.” As such, 
it can be at best but a “trial balloon” and at 
worst very pernicious propaganda seriously 
affecting the interests of a national indus- 
try. Such procedure is not from any stand- 
point in the true public interest. 


The press generally noted that the 
Federal Communications Commission, 
like the Tennessee Valley Authority, ap- 
pears to be sharply divided by internal 


dissension. In the TVA, until the recent 
ouster of Chairman Morgan, two out of 
three members favored a drastic policy 
of government competition with private 
enterprise. 

As far as the Federal Communications 
Commission is concerned, Commissioner 
Walker, who has approved the pro- 
posed report, and perhaps other members 
seem to favor such broad control of the 
telephone industry by the FCC as to raise 
some serious question as to whether the 
FCC might be seeking to exercise some 
of the prerogatives of management with- 
out the corresponding responsibilities of 
ownership. 





Is Public Ownership Inevitable? 


OME weeks ago Philip Cabot, pro- 
fessor of business at Harvard Uni- 
versity, and long noted for his pene- 
trating analysis of utility regulation, set 
down some challenging thoughts in a 
special article published in the New York 
Sun. Most challenging of all was Pro- 
fessor Cabot’s apparent conviction that 
public ownership of public utilities in the 
United States is only a question of time. 
It is apparent from Professor Cabot’s 
approach to this “solution” that he is not 
personally convinced that it is all for the 
best. He does indicate a belief that noth- 
ing can be done about it. He states: 


As I have said, the American people do 
not seem to have made up their minds what 
they want to do with their railroads and 
other public utilities. They seem to want 
monopoly and also competition at the same 
time and place, which looks like mere con- 
fusion of mind. But I do not believe it is. 
There are many. forms of mental activity 
and it is common knowledge that in private 
life we commonly “make up our minds” long 
before we can put the conclusion into words. 
To put it bluntly, “a conclusion” has been 
reached somewhere below the collar bone, 
but not above it, and, if this is true of indi- 
viduals, it is doubly true of mass decisions, 
and I suggest that this is what makes our 
public utility situation look so confusing. My 
own opinion is that the people of this country 
have reached a conclusion about their rail- 
roads and public utilities and that its name 
is government ownership. But years may 
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elapse before this conclusion is put into 
words or into practice. Of course this is only 
one man’s guess, but if it should happen to 
be right, the implication for public utility 
owners and operators is clear. y are on 
a “one-way street,” the end of which is 
state or Federal ownership. 

Let me say at once that the somewhat radi- 
cal opinion which I have just advanced can- 
not be proved by argument; it must be 
proved by time. One arrives at such opinions 
by a sense of smell, so to speak, and all I can 
do is to indicate some of the contemporary 
conditions which I think have influenced my 
opinion. I am attempting here to draw the 
outline of the ghost which we call “public 
opinion” as it “manifests itself” in a particu- 
lar locality and, in order to do so, I must 
begin with what one might call “a map.” 


ROFESSOR Cabot’s “map” starts out 

with an analysis of the three parties 
ordinarily interested in utility service: 
(1) customers; (2) investors; (3) the 
public. He gives up without struggle any 
attempt to define the third class; it is 
just a vague, general, catch-all class, 
somewhat different from the other two. 
We just sense it somehow, but precise 
distinctions are almost impossible. Next 
he finds that the first two classes overlap 
in many instances and that utility in- 
vestors behave most illogically when their 
interests as customers are at stake. Util- 
ity companies, he says, who sought to re- 
lieve themselves from the overbearing 
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pressure of customers for lower rates by 
appealing to the financial interests of 
their investors, have invariably been dis- 
appointed. The net result is described as 
follows: - 


The result is that during the last decade, 
or more, the downward pressure on rates 
produced by the combined weight of the cus- 
tomers and “the public” has become the 
dominant fact. It is here that the illusion of 
the rate base becomes most fatal. We used 
to suppose that there was a base or bottom 
to rates, so that this downward pressure 
would stop at some point and that this point 
was “a fair return on the fair value of the 
property.” But we were wrong. 

Once we rid ourselves of the illusion of 
the rate base, we are in a position to see that 
rates are in fact determined by “public 
opinion”; that is, what the buyers and pro- 
spective buyers feel like paying. For when- 
ever the theory of “the rate base” is brought 
forward by a utility company in order to 
protect its investment from buyers of the 
service who are dissatisfied with the price, 
the cry is immediately raised that “regula- 
tion has broken down.” In fact, regulation 
always does “break down” when the buyers 
are dissatisfied with the price. 

It is futile to appeal to regulating com- 
missioris for help. When faced with a united 
demand by the voters (who are also the 
customers) for lower prices, they must give 
way under the social and political condi- 
tions that now prevail. The members of the 
commissions are political appointees who 
must bow to the public will or lose their jobs. 
This is as it should be, for these public utility 
services have always been in fact public serv- 
ices and in public services the price is fixed 
by the voters. But the poor investors who 
put in their money on the theory that public 
— were private enterprises are in a bad 

= 

To me it seems inevitable that this constant 
downward pressure on rates will ultimately 
result in forcing the total income below the 
total outgo for all our public utilities. In 
other words, the price of these services will 
be set below the cost, and we all know that 
private corporations cannot long continue 
to sell goods or services below their cost 
without “going through the wringer.” 


B= this is not true of government 
or municipal corporations. They 
can and often do go on selling things 
below cost or even providing them free 
at the expense of the taxpayer. Thus, 
Professor Cabot points out, have the fer- 
ries, bridges, roads, sewer, and water 
systems passed from private to public 
ownership, “under circumstances not 


dissimilar to those which face the rail- 
roads and public utilities today.” This 
isn’t necessarily wrong, he adds, but 
merely a matter of custom or habit, 
There is no more virtue in requiring a 
householder (as such) to pay for a gas 
or electric system than for a sewer sys- 
tem. So the professor concludes: 


Under all the circumstances, therefore, it 
seems to me that government ownership of 
our railroads and public utilities is bound to 
come, and that our problem is not how to 
prevent it, but how to make the transition 
with the least possible disturbance. 

No experienced person is likely to sup- 
pose that changes of so fundamental a char- 
acter will occur overnight, except during a 
revolution or as a result of extreme inflation, 
They normally require decades—perhaps 
more than one generation. But we should 
like to see them occur in an orderly fashion, 
without needless waste of the national sub- 
stance, and what we need to insure this is 
not a new “rate base,” or in fact anything 
new at all, but something very old; namely, 
decent conduct on the part of managers, in- 
vestors, and government officials. 


Professor Cabot’s slighting reference 
to our academic struggles over proper 
rate base theories is explained earlier in 
his article, wherein he decries the false 
illusion created by the very words 
“rate base.” (“Death sentence” is an- 
other catch phrase belabored by the pro- 
fessor, who believes that the proper and 
probable function of the SEC under the 
Holding Company Acct is not that of exe- 
cutioner but of undertaker to make decent 
interment of certain corporate remains 
which have long since passed through 
rigor mortis for practical social and eco- 
nomic purposes. ) 


HE notion that there is really “a 

base” or bottom on which public 
utility rate structures are, or should be, 
built,-he says, is simply evidence of a con- 
fused state of mind. If you don’t think 
so, consider the case of the railroads. 
Consider that after much wasted time 
and expense the ICC has practically 
thrown up the sponge at any further at- 
tempt at rate base valuation at al! and is 
now occupied in fixing railroad rates al- 
most entirely on the basis of competition 
and area uniformity. No theory of valua- 
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tion will help the railroads. The other 
public utilities will sooner or later be in 
the same fix. The advent of the “yard- 
stick” theory (which Professor Cabot 
calls a “flat contradiction” of the rate 
base theory) is but a harbinger of the 
inevitable “indigestible” conflict which 
Professor Cabot describes as follows : 
The real difficulty, I tink, is that we have 
not decided what place in our social and eco- 
nomic structure we want our railroads and 
our public utilities to occupy. We are con- 
fused and so we take refuge in catchwords 
and illusions. Many people, for example, 
seem to suppose that railroads and other 
public utilities are monopolies under govern- 
ment regulation. But this is not true; they 
are not monopolies. They do and must com- 
pete with each other, with many alternative 
services,. and with the government. The 
present plight of our railroads is largely due 
to the fact that the American people abhor 
monopoly, have never become reconciled to 
it, and have insisted through their Congress 
that competition must go on. What we have 
witnessed in the case of our railroads, and 
are beginning to see in the electric power 
business, is competition under the guise of 
monopoly. The railroads have been forced 
to compete with each other, with trucks and 
automobiles (practically unregulated), and 
with water transport subsidized by the Fed- 
eral government. Competition is good under 
some conditions, and monopoly under regu- 
lation might be good in others, but when you 
scramble competition and regulated monop- 
oly the result is likely to be an indigestible 
mess. 


cE may be true, as Professor Cabot 
seems to believe, that we are in the 
midst of an era of progressive socialistic 
liberalism. It is undoubtedly true that 
(with the doubtful exception of our 
American railroad experience during the 
war and certain post-war utility reor- 
ganizations in Germany), we have no 
offsetting evidence in the form of in- 
stances of central governmental utility 
operations being turned back to private 
enterprise within the last three decades. 
The trend has been in the other direction. 

But is the trend really inevitable and 
universal ? Does not a long-range review 
of history back to our own colonial times 
suggest that public ownership, like eco- 
nomic depressions and ladies’ fashions, 
may have its cycles? Where now is the 
Canadian enthusiasm for government 
ownership of railroads since the sorry 
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Dominion venture with the Canadian Na- 
tional? Where now are the numerous 
advocates of government ownership of 
the American telephone industry, who 
were so outspoken twenty years ago? 
If the telephone industry by efficient 
management and smart public relations 
could stem the tide, is it not, possible for 
the electric and gas utilities to do like- 
wise? And if the tide is stemmed long 
enough, won’t the “habit” crystallize it- 
self into our national economic pattern? 
After all, as Professor Cabot well relates, 
it is all a matter of custom. 

Nor must we overlook the curve of 
local municipal power plant ownership 
in this country which rose from 815 es- 
tablishments in 1902 to a peak of 2,581 
in 1922, only to plunge to a 1,802 in 1932. 
Since then it has turned up again under 
Federal encouragement but already the 
upturn has slackened along with the 
diminution of Federal aid. Of course, we 
know that the reason for the drop from 
1922 to 1932 was largely technological. 
Small local municipal systems were un- 
able to hold out against the economic ad- 
vantages of privately owned system serv- 
ice. 

But how do we know that another 
equally significant technological change 
may not cause another drop in public 
ownership? The very fact that the des- 
tiny of the Federal power program, for 
example, is being tied so tightly to the 
hydroelectric art suggests that hydro 
might become a millstone around its neck 
under circumstances of sharp technical 
change. 

Again, public ownership in this coun- 
try seems to be tying its destiny pretty 
closely to one of the political groups, and 
political fortunes are notoriously fickle, 
as the labor leaders, who have disre- 
garded the nonpartisan principles of the 
late Samuel Gompers, are beginning to 
find out. Probably as much depends upon 
the turn of the political wheel within the 
next few years as upon the trend in tech- 
nical research. 


—F. X. W. 


Tue Pusiic Urirrms. By Philip Cabot. 
New York Sun. January 8, 1938. 
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The Holding Company Act 
And Holding Company Charges 


Bao gat exposition of what laws 
and public reaction have done to 
force centralized service organizations to 
become efficient agencies rather than 
“profit-reaping machines” is set forth in 
J. S. Ransmeier’s article on “Regulation 
of Service Charges in Holding Company 
Systems,” appearing in the February, 
1938, number of The Journal of Land & 
Public Utility Economics. 

Mr. Ransmeier traces the transition of 
attitude by the courts from one of almost 
indifference as to service costs to one of 
real solicitude. This idea gained momen- 
tum at about the time of the 1929 depres- 
sion, and was followed by many states 
giving their utility commissioners greater 
power to investigate costs, but scarcely 
any right to enforce the findings of the 
commission. 

The main portion of the article is de- 
voted to a discussion of §13 of the Pub- 
lic Utility Holding Company Act of 
1935, under which the Securities and Ex- 
change Commission is unifying the regu- 
lation of these service charges. Fees for 
services to associates must be upon the 
basis of cost, and holding companies are 
generally forbidden to perform services, 
sales, or construction contracts for alien 
companies engaged in the utility or mu- 
tual service business. 

Armed with authority (which still is 
either being or will be contested in the 
courts), the SEC has done a great deal 
toward unifying the higgledy-piggledy 
system it faced when first organized. Its 
rulings have clearly defined costs and 
their allocation, and it has said that no 
registered holding company or subsidiary 
or mutual service company may sell its 
products to its associates at a higher price 
than they can be obtained elsewhere. 

There has been a marked toning-down 
of service charges during the past few 
years and a diminution of the old system 
whereby these brought excessive sums to 
holding company treasuries, says Mr. 
Ransmeier. He points out that more and 


more of them are coming to the rule of 
service-at-cost. But only a portion of the 
systems required to do so have regis. 
tered with the SEC under the act. Some 
of the remainder have materially cut 
their cost charges, though at least one 
major group has maintained services 
upon a profit basis and argues that its ex- 
istence depends upon the continuance o{ 
such a system. 

In summing up his comprehensive re- 
view, Mr. Ransmeier draws up four in- 
ferences. The first is that “the relation 
of service charges to costs incurred in 
rendering services is (almost complete. 
ly) accepted by the courts and the indus- 
try as the essential criterion of the ‘fair- 
ness’ of charges. Second, the wide- 
spread compliance with the ‘spirit’ of 
§13 which is found in the industry to- 
day, even among nonregistered systems, 
is an indication of the effectiveness of 
‘regulation by publicity’ and is one ‘fa- 
vorable’ result of the thoroughgoing 
criticism to which the utility industry has 
been subjected. Third, turning to the act 
itself, there seems to be no regulation of 
service charges contemplated in cases in 
which the client is completely inde- 
pendent and the contract is at arm’s 
length. Real freedom of contract is not 
impaired. Fourth and finally, compliance 
with §13 as it is administered by the SEC 
does not deprive the service company of 
a fair return upon capital legitimately 
invested and ‘used and useful’ in the 
service business. Thus, the philosophy of 
current regulation of service relations is 
ultimately grounded in the simple view 
that an organization serving associate 
public utility enterprises performs a 
function which is essentially a phase of 
the public utility business itself.” 

—T. R. P. 


REGULATION oF Service CHarces 1n Howpinc 
oMPANY Systems. By J. S. Ransmeier. The 
Journal of Land & Public Utility Economics 
ee University). | February, 
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The March of 


Events 


TVA Investigating Committee 
Named 


E Bee joint congressional committee which 
will investigate the Tennessee Valley 
Authority was named on April 5th by the two 
presiding officers, but the refusal of two Re- 
publican Senators to serve created some con- 
fusion. 

Senator McNary, the Republican leader, and 
Senator Borah told Vice President Garner that 
they would not serve. Senators Brown of 
New Hampshire, Donahey of Ohio, and 
Schwartz of Wyoming accepted. Vice Presi- 
dent Garner then appointed Senators Capper 
and Frazier to serve, but Senator Capper re- 
fused the appointment, also. It was reported 
Mr. Garner might decide to let the Senate 
membership stand at four. 

All five named by Speaker Bankhead ac- 
cepted immediately. They were Representa- 
tives Mead of New York, Thomason of Texas, 
and Driver of Arkansas, Democrats, and Jen- 
kins of Ohio and Wolverton of New Jersey, 
Republicans. 


FCC Radio Investigation 


RANK R. McNinch, chairman of the Fed- 

eral Communications Commission, made 
the following announcement concerning action 
taken by the commission at the April 6th meet- 
ing on broadcast matters: 

“The commission created a committee to 
supervise the investigation of chain broadcast- 
ing and monopoly in the broadcasting industry 
which was ordered by the commission on 
March 18, 1938. A committee was also created 
to supervise the preparation for and the hold- 
ing of the so-called superpower hearing set for 
May 16, 1938, which will be held to determine 
whether or not the commission’s Rule 117, 
limiting the authorized power of dominant 
clear channel stations, should be amended. 

“Chairman McNinch will serve ex-officio on 
both of these committees. Commissioners Paul 
A. Walker, Eugene O. Sykes, and Thad H. 
Brown will also serve on the chain and mo- 
noply investigation committee, and Commis- 
sioners T. A. M. Craven, George Henry Payne, 
and Norman S. Case on the superpower com- 
mittee. Each committee will select its own 
chairman. 

“The committees are to make reports to the 
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commission with recommendations for action 
by the commission and will assume active 
direction over the work of the commission 
staff in connection with the matters delegated 
to them. 

“The commission deemed it necessary and 
advisable in order that these matters may be 
handled more aggressively and effectively, to 
divide the work among the members of the 
commission. Through these committees the 
staff work which has been under way in con- 
nection with these matters for some time may 
be more effectively coérdinated and more ex- 
peditiously brought to completion.” 


Asked to Overrule FPC 


F® the first time, the United States Circuit 
Court of Appeals at San Francisco was 
asked recently to rule on the powers of the 
Federal Power Commission. 

The Pacific Power and Light and Inland 
Power and Light companies, both of Portland, 
appealed to the court to overturn the commis- 
sion’s order they cannot merge. 

The consolidation, approved by both the 
states of Oregon and Washington, in which 
the companies operate, was turned down 
the Federal Power Commission on the und 
the Pacific Company already was overinflated 
by more than $5,000,000 and that the merger 
would not result in lower rates or better serv- 
ice to the customers. 


Holding Companies Exempt 


HE Senate Finance Committee acted re- 

cently to take some of the pain out of the 
so-called “death sentence” clause of the Util- 
ity Holding Company Act. The committee 
adopted a proposal of Chairman William O. 
Douglas, of the Securities and Exchange Com- 
mission, exempting from the capital gains tax 
the transfers and sales made to carry out the 
Holding Company Act. 

Chairman Douglas said the effect of this 
would be to greatly facilitate the commission’s 
objective of voluntary rather than compulsory 
reorganization of the utility systems. 

The proposal as adopted by the committee 
exempts from the capital gains tax sales or 
transfers of securities or assets by utilities 
when approved by the SEC. The present law 
applies a ge scale of taxes on capital gains. 

Bousies called the change an “umbrella 
under which utilities can proceed to volun- 
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tarily clean house without the specter of this 
tax hanging over them.” The exemption will 
apply not merely to the companies involved, 
but to shareholders as well, he said. In a sense, 


the exemption is a protection to investors in 
utility securities against diminution by goy- 
ernment taxation of any real value in their 
securities. 


Alabama 


Phone Franchise Granted 


HE Tarrant city council granted a 30-year 
franchise on April 5th to the Southern 
Bell Telephone & Telegraph Company to erect 
poles me 4 electric conductors on the streets 
within the city limits. 
In reply to an inquiry by Alderman Dennis 
Coupland, telephone company representatives 


attending the meeting advised the council that 
the company was making a careful survey of 
its Tarrant system in view of determining the 
feasibility of installing dial telephones. They 
said it was undetermined whether to operate 
the Tarrant system from one of the alreaty 
established exchanges or construct a new Tar- 
rant exchange, but that more definite informa- 
tion would be available soon. 


Arkansas 


Municipal Plant Approved 


HE city of Paragould and the Municipal 

Light Plant League scored a complete 
victory in the April 5th election, defeating an 
initiated ordinance to call another vote on the 
issuing of $100,000 worth of bonds to obtain 
a PWA loan and grant to build a home-owned 
light plant and electing three aldermen backed 
by the Municipal League. 


e 
The PWA loan and ng for the light plant 


roject already have been approved and the 
onds to back the loan were sold March 17th. 
Opponents of the plant, in seeking a second 
vote, contended the original approval of a 
municipal plant was made too long ago—five 
years—to * binding now. The vote on the 


initiated ordinance was 237 for and 337 against. 


Rate Order Appealed 


HE Southwestern Bell Telephone Com- 
pany appealed to the second division cir- 
cuit court on April 4th from a state utilities 
commission order limiting to 5 cents the 
amount a hotel may charge for local calls. 
The commission’s order, issued February 
21st, effected rate schedule changes calculated 
to save hotels in the state about $7,700 annu- 
ally. Rates on telephones in hotel rooms and 
on trunk circuits connecting the hotel switch- 
board with the central station were reduced 
and rates on PBX switchboards were in- 
creased. 


California 


Power Pact Voided 


ro udge Michael Roche on April 11th 
ruled that the city of San Francisco has 
been violating the Federal Raker Act by sell- 
ing Hetch Hetchy power to the Pacific Gas 
and Electric Company under a _ so-called 
“agency contract.” 


The Federal government sued the city to 
prevent continuation of sales. City officials 
indicated the city would appeal. 

Under the decision the city would be de- 
prived of $2,000,000 annual revenue. The 
“agency contract” between the city and the 
Pacific Gas and Electric Company has been 
in effect twelve years. 


Florida 


Official Loses Fight 


T% state supreme court recently ordered 
Mayor Robert R. Williams of Miami to 
stand trial on a charge of attempting to extort 
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$250,000 from the Florida Power and Light 


Company. 

It unanimously refused on April 4th to free 
Williams through habeas corpus proceedings 
from an indictment accusing him of demand- 


562 





THE MARCH OF EVENTS 


ing a bribe from Bryan C. Hanks, president of 
the power and light company, in exchange for 
settlement of a rate controversy. 

The court held invalid a second indictment 
charging the mayor conspired with other city 
officials to demand a bribe. Indictments against 


the others, Commissioners John W. Dubose 
and Ralph B. Ferguson, and Rate Expert 
Thomas E. Grady, were not involved in the 
court’s decision. Their attorneys, however, 
said the Williams case ruling would govern 
action against them also. 


Georgia 


Rural Power Agreement 


HAIRMAN Walter McDonald, of the state 

public service commission, announced re- 
cently that an agreement had been reached be- 
tween cooperative power associations, utilities, 
and the Federal Rural Electrification Admin- 
istration on future extension of lines into rural 
areas of Georgia. 

The announcement followed an all-day ses- 
sion at Atlanta attended by representatives of 
23 cooperative groups, four utilities, the REA, 
and the state public service commission. 

McDonald said the Georgia Power Com- 
pany, Georgia Power and Light Corporation, 
Tennessee Electric Power Company, and the 
Savannah Electric and Power Company had 
agreed to provide the commission with data 
concerning proposed extensions of service and 
charges to be made. He stated: 


“We are seeking to codrdinate efforts of 
the utilities and the codperatives. With in- 
formation when and where the power com- 
panies are contemplating extensions, it will be 
possible for the public service commission to 
prevent costly competition of cod tive 
groups with private concerns, and eliminate 
the latter from cutting into territory which 
the codperatives need to make their lines pay.” 

Boyd Fisher, REA director of operations 
supervision, said the commission did not de- 
sire to make loans for cooperative lines in 
areas so sparsely populated as to offer only 
“skimmed milk” in power sales. 

The Federal agency lends money for con- 
struction of rural power lines, with the debt 
amortized over a period of twenty years. All 
except one association in Georgia buy power 
from private companies in wholesale quanti- 
ties. 


Indiana 


Asks Revaluation 


T= Indiana Bell Telephone Company filed 
a new petition with the state public service 
commission recently asking statewide evalua- 
tion of its property and fixing rates on com- 


pany-wide basis. A previous request for con- 
solidation of 16 rate petitions now pending 
fore the state commission was dropped by the 
company, which also disclaimed any desire for 
increasing its net returns from communities 
it serves. 


Kentucky 


Utility Tax Raised 


Tze state house on April 5th passed a bill 
increasing the assessments against utility 
companies to operate the state public service 
commission from $75,000 to $130,000 annually. 

The house failed to give the utility bill 51 


votes, required under the emergency clause it 
carried. The clause was stricken, but even 
then the administration forces were hard 
pressed to find 41 votes, it was said, passing 
the bill with 30 votes against it. 

Claude Hammons, of Barbourville, led the 
fight against the bill. 


Louisiana 


Tax Law Upheld 


T= U. S. Supreme Court on April 4th pre- 
sented another decision in which it affirmed 
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extension of state and Federal taxing powers. 
The new opinion upheld application of Louis- 
iana’s electrical energy tax to power generated 
by the Arkansas-Louisiana Pipeline pany, 
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to be used in interstate pumping of natural gas. 
The court vote was 7 to 1. 

The decision was delivered by Justice Stan- 
ley F. Reed. Justice McReynolds dissented. 
Reed rejected a contention by the firm that the 
tax was an unconstitutional burden upon inter- 
state commerce. He said: 

“It bears generally on all use of power and 
is not discriminatory. It obviously adds to the 
cost of the interstate commerce. But increased 


cost alone is not sufficient to invalidate the tax 
as an interference with commerce.” 

The pipe-line company transports natural gas 
from Sterlington, La., to Texas and Arkansas, 
The Louisiana law levies a tax of $1 per year 
per horsepower on machinery of concerns ys- 
ing electrical or mechanical power that do not 
buy their power from electric companies pay. 
ing a tax of 2 per cent of gross, which is levied 
by the same power tax statute. 


Massachusetts 


Gas Raise Suspended 


Ly prices for gas, scheduled to go into 
effect on April Ist for the customers of 
the Boston Consolidated Gas Company in the 
metropolitan area, were suspended until May 
lst by an order of the state public utilities 


commission which was issued late last month. 

Public hearings on the new schedule sought 
by the company were resumed at the state 
house with Assistant Corporation Counsel 
Lewis H. Weinstein, representing Mayor 
Tobin of Boston, leading the opposition to the 
new rates. 


Michigan 


Power Strike Ends 


T= Utility Workers Organizing Commit- 
tee, a CIO affiliate, whose members took 
possession of 13 Consumers Power Company 
plants in northeastern Michigan April Ist, re- 
linquished them on April 4th under an agree- 
ment reached at a conference arranged by 
Governor Frank Murphy. 

Under its terms, the contract which expired 
April Ist was renewed for four months, end- 
ing August 4th, with the CIO affiliate, the ex- 
clusive bargaining agent for all employees. 

An NLRB election was to be held as soon as 
possible, probably within sixty days, as re- 
quested by the local union of the International 
Brotherhood of Electrical Workers, an Amer- 
ican Federation of Labor affiliate, and the In- 
dependent Power Employees Association, Inc. 

The Regional Labor Board would, according 
to the agreement, investigate the petition of 
the CIO, charging that the independent group 
is a company-dominated union. 


Rate Inquiry Ordered 


FFICIALS of the Consumers Power Con- 

pany were ordered on April 11th to appear 
at Lansing on May 3rd for questioning, to 
determine whether their electric rates are ex- 
cessive. 

In an order similar to one issued against 
the Michigan Bell Telephone Company, the 
state public utilities commission said that the 
Consumers Power Company hearing would 
deal primarily with the “electric rates, charges, 
practices, and services” of the company. 

Commission officials said the Consumers 
Power Company deals in both gas and water, 
as well as electricity. Invitations to officials 
of all municipalities in which the company 
does business were mailed. 

The commission’s order hinted that an in- 
vestigation would be made of the rg 
relationship to The Commonwealth & South- 
ern Corporation, a holding company, and 
other affiliates. 


M iSSissipp1 


New Commission Bill Approved 


fg. state house of representatives last 
month, with amendments, approved the 
senate bill creating a three-member state pub- 
lic service commission to supplant the state 
railroad commission of equal membership. Im- 
mediately after the house passed the bit it 
APR. 28, 1938 


was returned to the senate for conference on 
the amendments. 

The present railroad commissioners would 
serve the remainder of their terms under the 
new commission. 

y amendment the house reduced the sal- 
aries of the public service commissioners from 

600 a year to $3,000, and the salary of the 
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secretary was reduced by $400 to $2,600. The 
salary of the rate expert was slashed from 
$4,000 to $3,200, and the salary of the assistant 
expert was cut from $3,000 to $2,600. 


As provided under the present state com- 
mission law there will be elected a commis- 
sioner from each of the three state supreme 
court districts. 


Nebraska 


“Little TVA” Inquiry Sought 


A DEMAND that the impending investigation 
of the Tennessee Valley Authority be ex- 
panded to examine the “little TVA” of Ne- 
braska reached Washington recently. Charg- 
ing that that project, sponsored by Senator 
George W. Norris, of Nebraska, already had 
poo damaged farm properties and that its 
power projects had no markets, the demand 
took the form of a petition for hearing by the 
Platte River Water Protective Association, 
adopted at Grand Island April 5th. 

The petition attacked, among other phases 
of the “little TVA” program in the state, the 
plan to build an additional dam a mile above 
the Platte valley district. The petition said : 

“Not only can the Federal government yet 
save about $30,000,000 by stopping this work 
now, but it will thereby lessen the possibility 
of a huge claim for damages to riparian land 
owners in the 270 miles of lower valley.” 


FPC Approves Sale 


HE Federal Power Commission on April 

8th announced its approval of the sale of 
all the facilities of the Southern Nebraska 
Power Company, Superior, Neb., to the Cen- 
tral Nebraska Public Power and Irrigation 
District for $898,000 in cash. The approval 
followed a hearing on the application of the 
Southern Nebraska Power Company held be- 
fore Examiner Carroll B. Spencer on February 
21, 1938, in Washington. 

The commission’s order authorizing the sale 
stated that the consideration to be paid for the 
facilities did not appear to be unreasonably 
high inasmuch as it would permit a rate re- 


New 


FPC Permits Intervention 


Ts Federal Power Commission on April 
10th announced that it had granted, in the 
public interest, the petition of the Power Au- 
thority of the State of New York asking leave 
to intervene and become a party to proceedings 
before the commission on the application of the 
Niagara Falls Power Company for amend- 
ment of license to divert an additional 275 
cubic feet of Niagara river water through its 
Project No. 16 at Niagara Falls, N. Y. 

The decision ended a controversy in which 
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duction by the purchaser aggregating approxi- 
mately 20 per cent of the Taken Nebra: 
Company’s present revenues from the sale of 
electric energy. 

The proposed sale of facilities, the com- 
mission’s order continued, would aid in the 
accomplishment by the Central Nebraska Pub- 
lic Power and Irrigation District of a program 
of rural electrification and a program of inte- 
gration and codrdination of hydroelectric 
plants on the Loup and North Platte rivers. 
A program of coérdination of the transmission 
lines and distribution systems throughout a 
large part of Nebraska would also be benefited 
by the sale, the order stated. 

Consummation of the transaction, the order 
stated, would enable the Central Nebraska 
Public Power and Irrigation District to effec- 
tuate economies and savings in the cost of 
producing electric energy, operation, mainte- 
nance, overhead, and Federal taxes in con- 
nection with the facilities aggregating approxi- 
mately $58,000, or about one-third of the total 
1937 operating expenses of the Southern Ne- 
braska Company, and would simplify the regu- 
lation in the public interest by state and Fed- 
eral agencies of the facilities involved. 

The facilities of the Southern Nebraska 
Power Company include generating stations 
located in the towns of Superior, Hebron, Oak, 
Deshler, Clay Center, and Harvard, Nebraska; 
transmission and distribution facilities in Clay, 
Fillmore, Nuckolls, and Thayer counties, Ne- 
braska; and a line extending from Hubbell, 
Nebraska, to a point within Kansas from 
which electric energy is transmitted further by 
facilities operated But not owned by Southern 
Nebraska to the town of Mahaska, Kansas, to 
which it sells electric energy at wholesale. 


York 


the water power and control commission of 
the state joined with the power company to 
oppose the intervention of the Power Au- 
thority. At a hearing on March 16th, Timothy 
Cohan, assistant attorney general, argued in 
behalf of the water power and control com- 
mission that the Power Authority lacked stat- 
utory right to represent the state in the pro- 
ceedings. 

In its ruling the Federal Power Commission 
remarked —— as the agency of the state in 
developing and marketing power produced in 
the international section of the St. Lawrence 
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river, the Power Authority “is a prospective 
competitor of the applicant in the pending pro- 
cedure.” The order said that the Authority 
had made “due showing that it is a proper 
intervening party” and was “charged with 
duties and responsibilities directly related to 
the development of navigation and the creation 
and development of hydroelectric power in the 
interest of the people of the state of New York 
in that part of the St. Lawrence river within 
the boundaries of said state.” 

The commission held that the Power Au- 
thority was in a position to furnish it with 
valuable information and assistance in con- 
sidering the application of the Niagara Falls 
Power Company. 


Asks Supreme Court Review 


HE Consolidated Edison Company of New 
York recently asked the U. S. Supreme 
Court to review and reverse a second court of 
appeals decision holding it subject to jurisdic- 
tion of the National Labor Relations Board. 
In a petition filed on behalf of itself and six 
affiliates, the company charged that if the 


board’s jurisdiction were upheld, state juris. 
diction would cease to exist, and the effect 
would be “to push the concept of ‘affecting 
commerce’ to unintended extremes and essen. 
tially to obliterate the dual system of govern- 
ment provided by the Constitution.” 

The case was regarded as one of the most 
important tests of NLRB authority to come 
before the high court since last spring when it 
approved egy Ip ¢ of the National 
Labor Relations Act and generally affirmed 
NLRB powers. 


Commission to Regulate 
Trucking Industry 


HE state public service commission was 

given power to regulate the New York 
trucking industry on April 9th by a bill signed 
by Governor Lehman. 

The measure was designed to promote “ade- 
quate, economical, and efficient service by 
motor carriers,” it was said. Trucks used by 
farmers, milk codperatives, municipalities, or 
the state are exempt. 

The measure becomes effective July 1st. 


Oklahoma 


Rate Dispute Compromised 


Fi apo cian for the state corporation com- 


mission were reported recently to be 
working on an order calling for drastic revi- 
sion of Oklahoma telephone rates after a for- 
mal hearing in which both the commission and 
Southwestern Bell Telephone Company pre- 
sented testimony in support of a compromise 
agreement. 

The order calls for immediate refund of 
more than $340,000 in impounded funds to 
Oklahoma City and Tulsa subscribers. The 
exact total, it was said, would not be known 
until interest was compiled. 

Oklahoma City subscribers will receive a 
refund of 15 cents a month on all bills paid 
since November, 1936, a total of about $115,000. 
Tulsa subscribers will get a similar refund 
over a 3-year period. 


The order eliminates the 15-cent hand-set 
charge after it has been paid eighteen months 
by any subscriber in Oklahoma. This elimi- 
nation was expected to decrease the company’s 
earnings $225,000 annually. The order gives 
Oklahoma City and Tulsa ches. monthly phone 
rates that will save them $125,000 annually. 

New schedules will go into effect the first 
billing date after May Ist. 

Revenue of the company was expected to be 
boosted about $200,000 by higher long-distance 
person-to-person calls, a report charge on un- 
completed long-distance calls, and a new con- 
nection or installation charge. 

The order would grant the company a state- 
wide hearing on rates, which the company 
hopes will result in higher rates in some ex- 
changes that are now losing money. The com- 
mission likely will oppose any boost, however, 
it was said. 


Oregon 


FPC Authorizes Merger 


he Federal Power Commission recently 
granted the application of the Portland 
General Electric Company, filed December 28, 
1937, for the merger with that company of five 
of its wholly owned subsidiaries, Yamhill 
Electric Company, Mollala Electric Company, 
Electric Supplies and Contracting Company, 
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Electric Peaieoce and Construction Com- 
pany, and Clackamas Power and Irrigation 
Company. All are corporations organized and 
existing under the laws of Oregon. 

The Portland General Electric Compa 
owns all of the capital stock and funded in- 
debtedness of these subsidiaries, and fully di- 
rects and controls their operations. The Yam- 
hill Electric Company and Mollala Electric 
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Company are engaged in the distribution of 
electrical energy to the public in Oregon, pur- 
chasing such energy, except for a small amount 
generated by the Yamhill Company at its own 
minor hydro plant, from the parent company. 
None of the other subsidiaries either generates 
or distributes electrical energy; Electric Sup- 
plies and Contracting Company and Electric 
Appliance and Construction Company being 
engaged in the merchandising of electrical ap- 
pliances, and Clackamas Power and Irrigation 
Company being the owner of certain unde- 
veloped water rights and lands on the lower 
Clackamas river. 

In consummating the merger, the sub- 
sidiaries, according to the plan proposed, 
would transfer all their assets to the Portland 
General Electric Company, which would as- 
sume all their liabilities and cancel all their 
capital stock, dissolving such subsidiaries. 


Power Proposal Crushed 


n seven of Oregon’s western counties, voters 

early this month rejected a proposal to 
form a public utility district to distribute 
power from Bonneville dam. The vote was al- 
most 2 to 1 against the proposal. 

Counties involved were Clackamas, Clatsop, 
Columbia, Washington, Polk, Yamhill, and 
Lincoln. Only sections of these counties—the 


more populous portions—were included in the 
checkerboard proposal. 

Returns from 42 of the 44 cities included in 
the district showed that 37 cities had rejected 
the proposal and that five had roved it. 
In the seven counties there were districts. 
Included were 9 rural areas, and of this num- 
ber 7 voted against the proposed district and 
two favored it. 

An interesting phase of the election, it was 
said, was the fact that in two counties, Yam- 
hill and Polk, the rural areas voted in favor of 
the proposed power district. 

The Bonneville power bill passed by the last 
session of Congress vinnie sob that half of the 
installed power at Bonneville dam must be re- 
served for pubic utility districts until 1942. 
There are several power districts in Oregon 
already created but inactive. J. D. Ross, ad- 
ministrator of Bonneville dam, now has only 
the inoperative Oregon districts and 18 in 
Washington in which to sell this reserved 
power, it was said. 

Franklin T. Griffith, president of the Port- 
land General Electric Company, said that the 
election indicated that the voters preferred 
private operation under state regulation. He 
predicted close codperation between the Fed- 
eral agencies and the private utilities. The 
company has indicated its willingness to dis- 
tribute Bonneville power over its lines. 


Pennsylvania 


Utility Inquiry Postponed 


| paome: 3 hearings in the state public utility 
commission’s inquiry into the Philadelphia 
Electric Company’s rate structure have been 
postponed and will probably not be resumed 
until some time in the last half of the year, 
Commissioner Donald E. Livingston an- 
nounced recently. 

Resumption of hearings will await com- 
pletion of three separate studies of the com- 
pany’s affairs now being conducted by the Fed- 
eral Power Commission, the state commission, 
and the company itself. 

Commissioner Livingston offered the opinion 
that a further rate reduction might be ordered 
dependent on the outcome of the commission’s 


study by its own accountants of the company’s 
books. In any event, the current trial reduc- 
tion of $3,107,000 a year would be extended. 

The Federal Power Commission subse- 
quently announced its order directing the 
Philadelphia Electric Company to submit 
further evidence in support of the rape om 
contention that it was not selling electric 
energy to the Delaware Power and Light Com- 
pany, an affiliate, at a price below the actual 
cost of production and thus imposing an exces- 
sive and unjust burden upon its other con- 
sumers as alleged in a complaint filed with the 
commission by H. Jerome Jaspan, of Phila- 
delphia. In the same order, the commission 
denied the company’s motion to dismiss the 
Jaspan complaint. 


Tennessee 


State Statute Upheld 


——— 1935 statute authorizing mu- 
nicipalities to go into the power business 
was upheld on April 2nd by the state supreme 
court. Enacted to help promote the TVA and 
PWA programs, the act empowers cities and 
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counties to operate power systems, borrowing 
money to build or buy them if necessary. 

It was attacked by two utilities, the Ten- 
nessee Electric Power Company in a suit 
against Fayetteville, and the Kentucky-Ten- 
nessee Light and Power Company in cases 
against Paris and Clarksville. Because of simi- 
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lar plans for public power systems, eight other TT. B. Lytle, in the Fayetteville power case had 


Tennessee ape em intervened in support declared the act unconstitutional. His decree 
of the act in the Fayetteville case. Chancellor was reversed and the bill dismissed. 


* 


Texas 
FPC to Estimate Plant Cost 


capable of serving the entire city now and in 
the future. ; 


HE Federal Power Commission recently 
agreed to make a preliminary estimate of 
cost for a municipal electric distribution sys- 
tem for Fort Worth, and a forecast of the 
power requirements of that city during the 
next decade. The area is being served by a 
member of the Electric Bond and Share group. 
Acting Chairman Clyde L. Seavey said the 
charge to Fort Worth for the investigation 
and report would be on the basis of actual cost 
to the FPC. The proposed survey, it was said, 
does not contemplate appraisal and valuation 
of the privately owned electric utilities serving 
the city, but an engineering estimate of the 
cost of constructing a new distribution system 


Fort Worth, the FPC was informed, has 
been negotiating with the Lower Colorado 
River Authority for power to serve the city, 
The air-line distance from the Buchanan plant, 
largest of the projects of that authority, js 
approximately 160 miles ; and it was estimated 
that the transmission line distance probably 
would not exceed 175 miles. 

The Lower Colorado River er isa 
state agency created by the Texas legislature 
for flood control, reclamation, and hydroelec- 
tric —— Its program is being financed by 
a $15,000,000 Federal loan and PWA grant and 
by direct appropriations of approximately 
$10,000,000 from the Bureau of Reclamation, 


Wisconsin 
Rate Reduction Ordered 


Ce its general rate investigation of the 


Madison Gas and Electric Company on 
April 4th, the state public service commission 
formally ordered a $37,432 reduction in busi- 
ness, industrial, and street lighting rates. 

The commission announced the rate reduc- 
tion some time ago after the company 
agreed to take the cut. Since start of the in- 
vestigation in 1932 to its closing with another 
reduction, savings totaling $506,225 a year have 
been effected, $416,372 through formal orders 
and $89,853 through negotiations. The com- 
pany has accepted all reductions. 

The commission pointed out that work was 
under way on an inventory of the company’s 
ey ong which will later provide information 
to fix a permanent rate base. 


Wholesale Power Rate Cut 


WENTY-SIX municipal electric plants and 

six small privately owned utilities will 
save $36,800 a year on their wholesale power 
purchases under an order of the state public 
service commission announced April 2nd. 

The state commission directed the Wis- 
consin Power and Light Company, largest 
Wisconsin wholesaler of electric power, to re- 
duce its rates to these 32 wholesale customers. 
The company agreed to accept the reduction. 

At the same time the commission closed its 
general rate investigation of the company, 
started June 11, 1931, as the first utility case of 
the new state public service commission. 
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During the course of this case the com- 
mission has cut the company’s electric and gas 
rates to save 107,000 customers in 300 com- 
munities and 15,000 square miles of rural 
territory $910,000 a year. 


Phone Companies Sue State 


TS American Telephone and Telegraph 
Company and the Wisconsin Telephone 
Company filed suit in circuit court at Madison 
on April 8th against State Treasurer Sol Levi- 
tan and the state tax commission seeking re- 
turn of nearly $750,000 a= on gross receipts 
under protest because of the emergency tax 0 
1937. The action seeks to test constitutionality 
of the emergency tax. 

The state treasurer and the commission 
were enjoined in the action, it was explained, 
because of the governor’s reorganization 
order of January 20, 1938, which transferred 
some functions gf Saws the state treasurer’s of- 
fice to the commission. 

The American Telephone and Telegraph 
Company specified $62,714.63 as the amount it 
paid under protest in 1937 on a gross receipts 
total of $1,411,991.69. The Wisconsin Tele- 

hone Company paid under protest a sum of 
$680,259 85, after a stipulation on a levy of 
$686,315.64. Both included 6 per cent interest 
in their requests. ‘ 

The companies stated that the tax deprived 
and deprives them of their property without 
due process of law. Also, it was charged, the 
tax is discriminatory, and “such discrimination 
is arbitrary and unreasonable.” 
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Divorcing Subsidiaries through Par Value 
Reduction and Stock Distribution 


HE Penn Western Gas and Electric 

Company, a registered holding com- 
pany, was authorized by the Securities 
and Exchange Commission to reduce its 
outstanding common stock from $12 to 
$5 per share and in this way to create a 
capital surplus of $713,328. This amount 
added to $827,685 of capital surplus ex- 
isting would increase the total capital sur- 
plus to $1,541,013. The company was 
authorized to pay out of this capital sur- 
plus a dividend with an assigned value 
of $1,099,426 consisting of all of the 
Class B common stock of two of its sub- 
sidiaries and all but a fractional part of 
the common stock of another subsidiary. 


Consummation of the transactions, it 
was pointed out, would enable the com- 
pany to divest itself of these subsidiaries. 
The commission determined that although 
the company would continue to be a hold- 
ing company and the holdings retained 
would not in all respects satisfy the pro- 
visions of §11(b) (the death sentence 
clause) of the Public Utility Act, the 
transaction would not be an obstacle to 
such further steps as might be necessary, 
and the severance of two subsidiaries 
would be a distinct step toward meeting 
the requirements of §11. Re Penn West- 
ern Gas & Electric Co. (File Nos. 43-99, 
51-9). 


= 


Ohio Court Reverses Commission Order 
In Gas Rate Case 


73 supreme court of Ohio, in re- 
versing an order of the commis- 
sion establishing rates for the city of 
Akron, discussed at length various fac- 
tors involved in public utility rate mak- 
ing and the judicial precedents estab- 
lished. The court followed the rule that in 
reviewing a commission order it must 
not only determine whether lawful rules 
were applied by the commission but also 
whether upon the record the order made 
was against the weight of the evidence 
or resulted in confiscation of property. 
It was pointed out that under the Ohio 
statutes the commission must determine 
a rate base upon the reproduction cost 
new less depreciation. Under the statutes 
relevant argument cannot be received 
that valuations should be based upon 
money prudently invested because the 
legislature has adopted the principle of 
the rule set out in Smyth v. Ames, 169 
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U. S. 466. The court then stated in part: 
The rate under the statute is to be de- 
termined by considering the cost of repro- 
duction of the property at present value, but, 
nevertheless, if it is contended that the re- 
sult of such a method deprives the company 
of its property without due process of law 
contrary to the Fourteenth Amendment of 
the United States Constitution, the cost of 
construction and other evidence of the his- 
tory of the utility may be offered to de- 
termine whether the rate is confiscatory. 


A rate of return, it was held, must be 
based not only on the valuation, revenue, 
and expenses but must likewise provide 
for a reasonable return in the immediate 
future. The court declared that annual 
depreciation allowances are made for the 
purpose of maintaining the property in a 
normal operating condition and to 
equalize the cost of retirements and re- 
placements. 

Whether going concern value should 
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be considered, said the court, depends 
upon the financial history of the company. 
Where substantial allowances for organi- 
zation, interest, emergency and other 
general expenses during construction are 
made, a specific allowance for going con- 
cern is not necessary. A claim founded 
almost entirely “upon remote assump- 
tions and speculations without proof of 
any intrinsic worth not included in other 
property valued” was held to have been 
properly denied. 

The commission, it was held, had erred 
in permitting only such deductions for 
taxes as were based upon the amounts 
appearing upon the books of the company 
during a test period. The evidence dis- 
closed that the rate of taxation was 
higher in years subsequent to the test 
period. 

Sums expended to enable public utility 
employees to purchase stock in a parent 
company were held to be properly allow- 


able as operating expenses where the plan 
under which payments were made was a 
fair one and where the employee treated 
the expenditures for his benefit as part 
of his compensation. The court said in 
part: 

Certainly, today, there is a general wide- 
spread feeling that industry owes to its em- 
ployees not only the negative duty of re- 
fraining from overworking or injuring them, 
but likewise the affirmative duty of provid- 
ing them, so far as possible, with economic 
security. Expression of such views has 
found legislative sanction in the adoption 
of social security laws. 

It is a much disputed question in ordinary 
industry whether corporate managers are 
trustees solely for the stockholders or 
whether society in general has some rights 
in the management. 44 Harvard Law Rev. 
1049; 45 Harvard Law Rev. 1145, 1365. But 
so far as public utilities are concerned, 
their property is only strictly private in a 
qualified sense. 


East Ohio Gas Co. v. Public Utilities 
Commission of Ohio, 12 N. E. (2d) 765. 


e 


Property Acquisition Disapproved Because 
Of Defective Operating Rights 


JOINT application of the Okio Fuel 
Gas Company to purchase the 
Northwestern Ohio Natural Gas Com- 
pany to sell all of the property and assets 
of the Northwestern Company, except 
the franchise or contract to furnish 
natural gas service, in the city of Toledo 
was denied by the Ohio commission. The 
commission was not satisfied that the 
Ohio Company could lawfully operate, 
in connection with the property it now 
owns and operates in the city, the 
property sought to be acquired from the 
Northwestern Company in the manner 
and for the purposes desired. 

The Northwestern Company is en- 
gaged in supplying natural gas to about 
60,000 customers in Toledo. It operates 
under an indeterminate franchise granted 
to it or its predecessors. The Ohio Com- 
pany furnishes artificial or mixed gas 
to about 12,000 customers. This com- 
pany began operations under a franchise 
granted to a predecessor in the year 1854. 
The franchise was for a period of ten 
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years, but the company continued opera- 
tions by sufferance on the part of the 
city. The commission found that the 
city is not in any way estopped to re- 
sist and object to, or to deny any right 
of, extension of the business of this com- 
pany in the distribution of artificial or 
mixed gas in territory not now served 
by it. 

Commissioner Dunlavy, in a separate 
opinion, declared that this did not settle 
the gas service question in the city but 
that the officials of the companies and 
the city officials should negotiate for a 
settlement of franchise and service ques- 
tions. The city has authority to regulate 
service quality by ordinance. He said: 


So far as the consumer is concerned, what 
he is primarily interested in is, first, heat 
units and second, a fair price. The con- 
sumer doesn’t care particularly whether it 
is natural, artificial, mixed, or what not if 
he gets the proper heating facility and unit 
at the proper price, Measuring devices are 
now accessible for measuring heat units and 
after all, that is what one should pay for. 
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When you use the cubic foot measurement 
you can readily see what happens. When 
a cubic foot of artificial gas goes through 
the meter, it delivers only 600 B.T.U. or 
British thermals of heat, and when a cubic 
foot of natural gas goes through your meter, 
it delivers approximately twice as many heat 
units in the same measurement, or 1,050 
B.T.U. So that it does not take any heavy 
or weighty degree of intelligence to under- 
stand that measuring by the cubic foot is 
not the right and proper standard in buy- 
ing of gas. Great Britain awakened to this 
fact nearly twenty years ago and since 1918 
has been regulating the price of its gas on 
the British thermal unit or heat unit basis. 

To me it is an outrage that the con- 
sumers of artificial gas in the city of Toledo 
are compelled to pay the price for artificial 
gas, to wit: nearly three times as much 
with half the heat units, as the users of 
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natural gas. It seems that all the citizens 
of the city of Toledo are entitled to equal 
rights and that it is not only the duty of the 
city and the company to see that these 
people are equally and fairly treated, but is 
also the duty of the 60,000 users of natural 
gas to be fair and considerate as to their 12,- 


000 brother citizens who hap to be liv- 
ing along the lines of the artificial gas dis- 
tribution system. 


He referred to the fact that the Bureau 
of Standards at Washington says that the 
only fair and proper way to sell gas, 
either artificial or natural, is on the heat 
unit basis, but adds that the public is not 
sufficiently cognizant of the methods and 
is afraid to adopt the new one. Re The 
Ohio Fuel Gas Co. et al. (No. 10124). 


Telephone Company Not Required to Install Coin 
Box Station Disapproved by Police 


MANDAMUS order compelling the 

New York Telephone Company to 
install a coin box telephone in a cigar 
store, where the police had refused ap- 
proval of the installation, was reversed 
by the New York Court of Appeals. Two 
judges dissented on the ground that a 
public service corporation should not be 
accorded so wide a latitude of selection 
of places for installation but that it 
could refuse service upon a reasonable 
basis relating to income or risk to equip- 
ment. Reasonable basis, it was said by the 
dissenting judges, may not be found in 
the unwillingness of the police depart- 
ment to approve. 

The petitioner, in negotiating for pur- 
chase of the cigar store, had learned that 
telephone service had been discontinued 
therein by order of the police department 
because of arrests and convictions for 
bookmaking which involved the use of 
the public telephone. When he applied 
for service he was advised that service 
would be restored as soon as the police 
department informed the company that 
it had no objection to restoration. The 
police refused approval. 

Judge Rippey, delivering the opinion 
for the majority, pointed out that the 
service applied for was not for the private 
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use of the petitioner or his family. There 
was no charge that the company had 
failed to furnish and provide adequate, 
just, and reasonable instrumentalities 
and facilities in connection with its busi- 
ness. There was no claim that the public 
needed additional service. He said that 
the petitioner could not represent in this 
proceeding the public generally to pro- 
cure additional service if it were needed. 
He continued : 


The question would be different if he were 
seeking a private line. There is no claim 
that the service is refused because of the 
petitioner’s character, which is conceded to 
be good, but the fact that an applicant’s 
character is good is not decisive of the ques- 
tion as to whether he may arbitrarily re- 
quire the installation and maintenance of 
public telephone service in his premises, re- 
gardless of the public interest. 

The telephone company has a right to de- 
cide as to whom it shall constitute as its 
agent in connection with its general public 
phone booth service and to make and en- 
force reasonable rules and regulations which, 
when filed in compliance with the Public 
Service Commissions Law of the State of 
New York, are presumed to be reasonable. 
These rules are properly set up in the de- 
fendant’s affidavits and are open for con- 
sideration here in spite of the fact that the 
trial court erroneously excluded them on the 
trial of the issue of fact raised by the alter- 
native order. 
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Under a rule filed by the company it 
was provided that the location of facilities 
for public telephone service must rest 
with the company. The court held that 
the question whether rules of a public 
utility duly promulgated were by it 


properly applied is open for decision jn 
the courts, but the question of the reason- 
ableness of the rule can be attacked only 
before the state public service com- 
mission. Leitner v. New York Telephone 
Co. 


e 


Customer Advances to Finance Electric Extension 


—— New York commission approved 
a plan under which persons desiring 
electric service could advance $1,200 
per mile of extensions, the company 
agreeing to deliver to these consumers 
a note or evidence of indebtedness pro- 
viding that such advances would be re- 
funded by the payment each year of 50 
per cent of the total revenues received 
from the lines so constructed. In any 
event, the total amount would be repaid 
within ten years, together with interest 
on unpaid balances at the rate of 6 per 
cent per annum. 

Commissioner Burritt, in discussing 
the proposed extension rule, stressed the 
point that this plan was not offered as a 
substitute for the present plan for rural 
extension. under which extensions are 
made where prospective consumers agree 
to take service and to pay minimum 
charges based on the number of such con- 
sumers on each mile of line. He made 
the following statement : 


Where these conditions are met by con- 
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sumers a utility has no legal right to require 
that prospective consumers assist in financ- 
ing extensions. The duty rests solely on the 
company and cannot be evaded. If the pro- 
posed plan would in any way supersede the 
existing extension plan of the company or 
could be used as an excuse for the failure 
to construct extensions, except when con- 
tributions are made, it would be entirely 
improper and would be disapproved by the 
commission. This, however, is not the case, 
The proposed plan simply supplements the 
plan for rural extensions and will only be 
used when the consumers are willing to make 
the advances. 


It was also decided that the notes or 
agreements to be delivered to consumers 
contributing to line extensions would be 
evidences of indebtedness payable at a 
period greater than one year, and before 
they could be issued consent of the com- 
mission must be secured. It was said that 
the commission would not grant blanket 
authority to the issuance by a utility of 
securities or evidences of indebtedness. 
Re New York State Electric & Gas 
Corp. et al. (Case Nos. 9363, 9412). 


Removal of Discrimination Should Not Await 
Contract Expiration 


Le Federal Power Commission re- 
quired the Gulf States Utilities 
Company to show cause why it should 
not remove rate discriminations by 
making a specified rate schedule ap- 
plicable to service furnished to two com- 
panies and three municipalities and to 
show cause why it should not provide a 
uniform basis for determining credits al- 
lowable for stand-by service. The com- 
pany expressed a willingness to comply 
with the requirements of the commission 
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and “to codperate and immediately offer 
new contracts to the customers.” 

It was the opinion of the commission 
that new contracts should not be required 
to make effective the application of the 
schedule, but that it should be provided 
for in supplemental agreements. A re- 
view of the company’s rate contracts dis- 
closed that in two cases the schedule had 
been made effective by supplemental 
agreement as soon as it was adopted with- 
out requiring new contracts because the 
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original agreement contained a provision 
to the effect that the rate charged should 
be the lowest rate available to that class 
of consumer. Such a provision, said the 
commission, should not be necessary to 
insure fair and nondiscriminatory treat- 
ment. Where a new contract was neces- 
sary, it was declared, the term of the new 
contract should be for one year. The 
commission said in part: 


Proper practice and the avoidance of un- 
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Fire Protection and Other Water Utility Problems 


te Connecticut commission, in 
establishing rates for the Mystic 
Valley Water Company, determined that 
fire protection charges, except possibly in 
special cases, should be computed on the 
inch-foot basis with an added nominal 
charge for hydrants to serve as direct 
compensation for rental, inspection, and 
maintenance. Comparisons of fire pro- 
tection charges were not given great 
weight. 

It was said that though the fire protec- 
tion charges proposed and those estab- 
lished were substantially more than those 
formerly charged, such comparison was 
no more conclusive that the new charges 
were higher than they should be than that 
the old charges had been too low. Com- 
parison had been made between hydrant 
rates of this company and those charged 
by other water companies in the state. 
The commission said that while such 
comparisons are interesting, they are not 
significant as to whether any rate is too 
high or too low. 

The company had admitted that in de- 
termining the amount of revenue to be 
allocated to public fire protection service, 
it did not take into consideration the 
proximity of natural sources of water 
supply. The commission said that it ap- 
peared improper that such consideration 
should be given, for to do so would in- 
volve no more than a mere estimate of its 
value, indeterminate and not fair to con- 
sider, and besides if this were done in 
order to provide the necessary return for 
the company, the rates and charges for 
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due discrimination requires, except in un- 

usual cases, that once a new rate is adopted 

by a company it be made available and ap- 
plied uniformly to all customers of the same 
class at the same time. 

In addition to ruling on the applica- 
tion of a uniform rate schedule, the com- 
mission held that credit allowances for 
stand-by service under effective rate 
agreements should be made uniform. Re 
Gulf States Utilities Co. (Docket No. IT- 
5509 Opinion No. 31). 


other classes of service would have to be 
increased to make up the amount of the 
assumed reduction. Moreover, if this 
auxiliary service were not available, the 
plant might have been larger and the 
charges for all classes of service made 
greater thereby. 

Receivership proceedings and the re- 
sulting purchase of the utility property, 
in the opinion of the commission, could 
have no bearing in the determination of 
fair value for rate-making purposes or 
fair return thereon. The commission said 
that if it gave any weight whatever to the 
price so paid, it would not be in accord 
with regulatory procedure as determined 
by the courts, and the commission’s find- 
ing on such a basis might be found im- 
proper in event of appeal. Financial obli- 
gations of an operating company to its 
parent holding company or to others, said 
the commission, are of no moment in the 
determination of fair value or fair return, 
although such information might be per- 
tinent in the consideration of an applica- 
tion for issuance of securities. 

The commission said that although the 
total amount for general and miscellane- 
ous expenses had not been excessively 
large, it might well be reduced and the 
company should give consideration to a 
more equitable assignment of the total 
amounts paid for nonresident and local 
management, to the end that a fee paid 
to an affiliate might be smaller and the 
local management more adequately com- 
pensated. It was said that if there was 
an advantage in retaining nonresident 
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supervision to the extent that it was main- 
tained, such advantage must accrue 
largely to the holding company and the 
latter should bear the major portion of 
the expenses therefor. 

It is not unusual, following a rate 
increase, for the community served to 
raise the utility’s local taxes. Such an in- 
crease, said the commission, may be fully 
justified, but those responsible for bring- 
ing it about must know that taxes are a 
part of the utility’s expenses, and if any 
tax increase is of undue amount there 
may necessarily result a justification for 
an increase in rates. In the payment of 


local taxes a utility is “in effect serving 
the community as an agency in the collec. 
tion of taxes from the utility’s custom. 
ers.” 

The commission, in discussing depreci- 
ation reserve, said that it would be unfair 
now to make the ratepayers of the pres- 
ent pay for past deficiencies in the accu- 
mulation of a reserve. Enlargement of the 
depreciation reserve without penalizing 
present ratepayers could be accomplished 
only by transfer to this account from time 
to time of sufficient funds from profit and 
loss account. Re Mystic Valley Water Co, 
(Docket No. 6569). 


e 


Arizona Commission Does Not Control 
Municipal Bus Operation 


HE supreme court of Arizona held 

that the state commission does not 
have jurisdiction over municipalities in 
the regulation of transportation lines car- 
rying persons for hire. The court affirmed 
a lower court judgment which had dis- 
missed an injunction suit brought by a 
motor bus operator against the city of 
Phoenix seeking to prevent the munici- 
pality from operating a bus line within 
city limits. The complainant contended 
that he was operating busses in the city 
under a certificate of convenience and 
necessity from the commission and that 


the city did not have such a certificate for 
parallel bus routes. 

The court held that the constitution 
does not directly or by implication give 
the commission “any jurisdiction over 
transportation lines owned and operated 
by municipalities.” The court also held 
that the legislature did not have consti- 
tutional authority to delegate such juris- 
diction to the commission. Any regula- 
tion of municipal transportation lines, it 
was held, must be exercised directly by 
the state legislature. Menderson v. 
Phoenix. 


e 


Other Important Rulings 


HE California commission held that 

the evidence establishes a highway 
common carrier operation where certain 
truck operators have attempted to get 
business wherever it could be obtained, 
have secured as much as their equipment 
would handle, have entered into agree- 
ments with various shippers which are 
nothing more than agreements to charge 
certain rates, and have made trips with 
regularity between certain termini. Cer- 
tificated Highway Carriers, Inc. v. 


Sakemi, et al. (Decision No. 30633, Case 
No. 4265). 


The supreme judicial court of Massa- 
chusetts, in reversing a decree to restrain 
the sale of land under liens for water 
rates, held that the statute by implication 
created a lien for water rates in favor of 
a municipal water utility that is superior 
to an existing mortgage upon the real 
estate. Mechanics Savings Bank v. Ken- 
nedy, et al. (12 N. E. (2d) 852). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE TOWN OF THOMPSON FALLS, MONTANA 


MONTANA PUBLIC SERVICE COMMISSION 


Re Town of Thompson Falls, Montana 


[Docket No. 2549, Report and Order No. 1705.] 


Rates, $ 186 — Burden of proof as to proposed increase — Municipal plant. 
1. A municipality operating a water utility should, on an application for a 
rate increase, introduce evidence bearing upon the reasonableness of the 
rate structure, since customers of utilities are not required to pay any 
rate that is demanded by a utility and the patrons need only pay a rea- 
sonable rate as required by law, p. 341. 


Rates, § 186 — Application for increase — Absence of opposition. 
2. The fact that none of the consumers of a municipal water utility have 
appeared at a hearing in opposition to a petition for an increase in rates 
does not alone justify such increase, p. 341. 


Return, § 16 — Right to allowance — Fair value basis. 


3. A public utility is entitled to earn a fair and reasonable return upon 
the present value of its property used and useful in the public service, p. 
341. 


Expenses, § 133 — Allowance to finance construction — Municipal plant. 


4. A municipal water utility should not be allowed rates sufficient to en- 
able the utility to pay for its water system which for the most part has 
been constructed with borrowed capital, p. 341. 


Discrimination, § 126 — Municipal water utility — Taxpayers and ratepayers. 
5. Ratepayers of a municipal water utility should not be discriminated 
against by increasing rates to pay bonded indebtedness for plant construc- 
tion so as to relieve taxpayers of many of the burdens incidental to prop- 
erty owning in a town which owns and operates a municipal utility, p. 
341. 


Municipal plants, § 3 — Diversion of funds. 
6. None of the funds from the water system of a municipality may be 
diverted for town expenses which have nothing to do with the water 
system, since private consumers should not be compelled to bear any 
part of the cost of the service rendered the town except as they contribute 
as taxpayers to the general fund of the town, p. 342. 


Discrimination, § 129 — Municipal plant rates — Concessions to town. 
7. A town which owns and operates a water system is a consumer the 
same as any of its residents who patronize the utility and is not entitled 
to any rate privileges, and if the town is using water it must pay the 
water system for the same and under the same rate as any other consumer, 
p. 342. 


Municipal plants, § 3 — Diversion of funds — Town expenses. 


8. No town salaries except those having to do with a water system operated 
by the town may be paid from money derived from water rentals, p. 342. 


[22] 337 22 P.U.R.(N.S.) 
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Rates, § 238 — Necessity of filing. 


9. No utility rate, unless it is filed with and approved by the Commission, 


is a legal one, p. 343. 


Rates, § 235 — Schedules — Initiation — Municipal plant. 
10. A town operating a water system has the right to initiate the rates 
for its water system and the Commission can only pass upon the reason- 
ableness of the rates and make reasonable regulations, which the town 


must heed, p. 343. 


Valuation, § 28 — Rate base — Book cost. 
11. Book cost is not decisive of value, since it indicates merely the price 
of acquisition of the property and not its present value, p. 344. 
Valuation, § 17 — Rate base — Theory — Rules. 
12. Ascertainment of value for the purpose of determining reasonable rates 
is not a matter of mysterious theories, artificial rules, and formulas, but 
of reasonable judgment based on a proper consideration of all relevant 
facts, and a determination of each case depends upon and is controlled by 


its own peculiar facts, p. 344. 


Valuation, § 224 — Property included or excluded — Work under construction. 
13. The amount needed to complete the construction of a municipal water 
plant which is rapidly nearing completion is properly included in deter- 
mining book value although a utility is not entitled to a return on invest- 
ments for extensions and improvements not already made, p. 344. 


Municipal plants, § 3 — Finances — Extinguishment of debt — Operating ex- 


penses. 


14. A town operating a water system should extinguish bond principal, 
bond interest, and all moneys needed for construction, improvement, and 
establishment of it$ system by a sufficient annual tax levy, while operating 
expenses, a fair and reasonable return on the town’s investment, and de- 
preciation should be met by water rates, p. 345. 


[March 4, 1938.] 


P , ymacundoiys by town operating water utility for authority to 
increase rates; denied. 


APPEARANCES: A. S, ‘Ainsworth, 
Mayor, Thompson Falls, for the town 
of Thompson Falls; John W. Bonner, 
Counsel, Helena, for the Commission. 

Before Chairman Thomas E. 
Carey, and Commissioners Horace F. 
Casey and E. E. Krebsbach, at Thomp- 
son Falls. 


By the Commission: On July 16, 
1937, the town of Thompson Falls, 
Montana, filed with the Commission 
a petition to increase its water rates. 
22 P.U.R.(N.S.) 


After due notice, this Commission 
heard the petition at a public hearing, 
at Thompson Falls, Montana, on Sep- 
tember 14, 1937, whereat the applicant 
asked that its present water rates be 
increased 20 per cent. 

It appears that Thompson Falls, 
Montana, is a town of 468 inhabitants, 
according to the United States census 
of 1930, and its water system con- 
forms to what is generally known as 
a “gravity water system.” 

In March, 1935, informal com- 
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plaints were filed with this Commis- 
sion, complaining that the rates and 
charges of the Gravity Water Com- 
pany, the predecessor of the town of 
Thompson Falls water system, were 
unreasonable and excessive. This 
Commission, after holding a public 
hearing pursuant to these complaints 
at Thompson Falls, on March 26, 
1935, thereafter reviewed the evidence 
and issued its Report and Order No. 
1662, on May 16, 1935, in the case 
which is known as Docket No. 1834 
(10 P.U.R.(N.S.) 38). This Com- 
mission, in the report and order re- 
ferred to, ordered a horizontal reduc- 
tion of 20 per cent in the rates and 
charges made by the Gravity Water 
Company for furnishing water to all 
of its consumers and required the 
utility, on or before May 20, 1935, to 
fle with the Commission a revised 
schedule of all of its water rates in 
accordance with the reduction referred 
to. The utility complied with the 
Commission’s order and these rates 
are now in effect. 


Since the decision in Docket No. 
1834, the town of Thompson Falls, 
Montana, has purchased all of the 
properties of the Gravity Water Com- 
pany and is now serving the people 
of Thompson Falls with water as a 
public utility. In order to purchase 
the properties of the Gravity Water 
Company, the town of Thompson 
Falls issued amortization bonds for 
the sum of $50,000, with interest at 
the rate of 5 per cent, which bonds 
were purchased by the state of Mon- 
tana. At the date of the hearing 
in this case, the town of Thompson 
Falls still owed $45,776.70, because 
of the said bonds. The evidence also 
discloses that the town of Thompson 
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Falls has already expended the said 
sum of $50,000 and, in addition to 
this, has $10,000 of registered war- 
rants now outstanding, which sum of 
money has been used in the construc- 
tion of the water plant. It is to be 
further noticed that the evidence dis- 
closes that the town of Thompson 
Falls has spent, in addition, between 
$1,500 and $2,000 for the water sys- 
tem, derived from water rentals and 
that it will have to spend at least an- 
other $4,000 to complete its water 
plant and system, all of which will 
represent a total expenditure of ap- 
proximately $66,000 by the town of 
Thompson Falls for its water system. 
The evidence also discloses that the 
United States, through the Works 
Progress Administration, contributed, 
up to September 15, 1937, the further 
sum of $12,362.60, in labor on the 
said water system and thus, upon com- 
pletion, the water system will have 
cost approximately $78,362.60. 


In order to finance the water sys- 
tem, the town of Thompson Falls vot- 
ed a tax levy of 13 mills and the 
money so derived from this tax levy, 
together with the income derived from 
water consumers, has gone to establish 
the water system and pay for the car- 


rying on of its business. The water 
rentals, based upon the income de- 
rived from the rates now on file with 
this Commission, during the past year, 
amounted to approximately $4,891.92. 
Taxes during the past year have pro- 
vided the sum of $5,446 for the water 
system. The water system, therefore, 
receives from taxes and from water 
rentals the total sum of $10,337.92. 
It should be noted, however, that the 
resolution, known as Resolution No. 
92, adopted by the town council of 
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the town of Thompson Falls, Mon- 
tana, on the 7th day of July, 1937, 
states that the registered warrants 
total $9,905.25 and that the water 
rentals amount to approximately $5,- 
600 per year and that $5,238 was col- 
lected for the water system from taxes 
for the past year. Taking these 
figures to be correct, the water system 
received $10,838 during the past year 
from taxes and water rentals. 

The evidence further discloses that 
because of amortization bonds, the 
town of Thompson Falls must pay 
to the state of Montana $1,991.80 
semianunally and that the going ex- 
penses of constructing and keeping 
this system in operation amount to at 
least $500 a month. However, the 
evidence discloses that the said sum of 
$500 per month is for the furnishing 
of material, labor, and meters for the 
establishment and construction of the 
water system, as well as for its opera- 
tion, and the expenditure of said sum 
per month will continue for at least 
four or five months before the water 
system is completed. Of the $500 per 
month, $100 is paid to the water com- 
missioner and another man receives 
the sum of 60 cents per hour for aid- 
ing in the construction of the water 
system and for doing other work re- 
lating to the operation of the water 
system. From the evidence it appears 
that the water commissioner super- 
vises the work of the WPA workers 
in constructing the water system. 
Both men mentioned together receive 
approximately $200 per month, which 
leaves $300 of the $500 to be used 
for materials in completing the water 
system. The water commissioner is 
also ex officio town marshal and for 
his services for the town, as well as 
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for the water system, he receives the 
said sum of $100 per month as salary, 
as heretofore noted. 

The evidence does not satisfactorily 
show whether or not the water system 
also contributes to the police fund of 
the town of Thompson Falls and there 
is nothing in the record to indicate 
that the town of Thompson Falls is 
charged water rental for water sup. 
plied to it by the water system. The 
record further discloses that there are 
no rates on file with the Commission 
for irrigation purposes and the evi- 
dence discloses that because of this, 
water rates have been as high as $30 
per month, when water was used for 
irrigation purposes because of the 
domestic rate now in effect. 

The evidence discloses that the town 
of Thompson Falls has been charging 
single men residing in cabins 50 cents 
per month and where there is over one 
person residing in a cabin 75 cents a 
month for water rental is charged. 
These persons who reside in these 
cabins total in number from fifteen 
to twenty and are classed as water 
users who have not the regular water 
service. That is, they have to carry 
the water after receiving it from the 
town. These rates were not author- 
ized at any time by the Commission. 

From the record, we find that there 
are approximately 250 water users in 
the town of Thompson Falls and that 
this number is increasing substantial- 
ly from time to time. It appears from 
all of the evidence that the water sys- 
tem involved is not yet completed and 
that one of the chief grounds for the 
application for increased rates is to 
require the consumers of the water 
system to help to contribute to the 
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cost of the establishment and com- only pay, at all times, a reasonable 
pletion of the water system. In other rate, as required by law. 
words, it is asserted by the town of [2] It should be pointed out that 
Thompson Falls that it is unfair that even though none of the consumers of 
those owning the most property have Thompson Falls appeared at the hear- 
to bear a greater burden in construct- ing in opposition to the petition for 
ing the water system because of taxa- an increase in water rates, neverthe- 
tion than those who merely own a_less this fact alone should not consti- 
small amount of personal property tute sufficient ground or warrant in 
and thus contribute but little as far itself such increase, since, in our opin- 
as taxes are concerned to said water ion, the entire theory of the regulation 
system. As the matter now stands, of public utilities is based on the prin- 
the town of Thompson Falls is asking ciple of full justice to both the public 
for an increase in water rates not only utility, on the one hand, and to the 
for the water service rendered its con- people served, on the other. It is, 
sumers, but also to aid in the establish- therefore, necessary for us to proceed 
ment and construction of its water with the same close scrutiny in ex- 
system. amining the proposed increased water 

[1] There was not an iota of evi- fates as it would be if those served by 
dence produced at the hearing bearing _ the utility protested at the hearing. 
upon the reasonableness of the present [38-5] We believe it is now definite- 
rate structure. This fact has made _ly settled that a public utility is entitled 
it necessary for the Commission to to earn a fair and reasonable return 
prosecute an independent investiga- upon the present value of its proper- 
tion; a responsibility which the Com-_ ty, used and useful in the public serv- 
mission is always willing to accept but ice. Brooklyn Borough Gas Co. v. 
which, because of the crowded docket, Prendergast (1926) 16 F. (2d) 615, 
almost always involves considerable P.U.R.1927A, 200. In this case, we 
delay. One reading the evidence in are faced at the outset with the ques- 
this case cannot help but come to the tion of whether or not the patrons of 
conclusion that the only justification any utility should be required to pay 
advanced for the increased rates is a rate sufficient to enable the utility 
the fact that the town of Thompson to pay for its water system which 
Falls needs the money to establish its has been constructed with borrowed 
water system and thus place the entire capital for the most part. We must, 
case in the category and classification at all times, be on the lookout against 
of a so-called “revenue case,” which discrimination, both as against the 
evidence alone, in any case, this Com- utility and as against its patrons. The 
mission does not look upon with favor. present application would appear to 
In these cases, evidence should be in- have the rates increased for the sole 
troduced bearing upon the reasonable- purpose of relieving the taxpayers of 
ness of the rate structure, since cus- Thompson Falls of many of the bur- 
tomers of utilities are not required to dens incidental to property owning in 
pay any rate that is demanded by a a town which owns and operates a 
utility, and the patrons of utilities need | municipal utility. 
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To allow a part of the bonded in- 
debtedness for plant construction to 
be extinguished through rates, which, 
of course, includes interest on the in- 
debtedness, appears to us as discrim- 
inatory against the patrons of the util- 
ity. For example, if the patrons of 
any utility were required to pay in- 
terest on the property investment of 
the utility such a policy would unrea- 
sonably injure the public and place an 
illegal burden upon it, which it should 
not have to carry. The money bor- 
rowed must be treated as money owned 
by: the town and the public, therefore, 
is not required to pay for the use of 
it. This same principle would apply 
in this case, in that a patron of a 
utility is not required to pay through 
rates the amount expended by the 
utility for its plant. Oklahoma Nat. 


Gas Co. v. Corporation Commission 


(1923) 90 Okla. 84, P.U.R.1924A, 


132, 216 Pac. 917. 

This Commission said in Cavanaugh 
v. Whitefish Municipal Water Utility, 
15 M. U. R. 438, P.U.R.1922E, 198, 
208 : 

“There is no reason why patrons of 
a municipal water plant should be re- 
quired to contribute the capital there- 
for, any more than patrons of a 
privately owned plant should furnish 
the means of its establishment. Water 
rates must be reasonable, regardless 
of the character of the owner of the 
utility. To ask for rates, which not 
only pay operating expenses, deprecia- 
tion, taxes, in the case of a private 
plant, and, perhaps, sacrifice taxes, in 
the case of a municipal plant, but, in 
addition, sums for capital accounts, 
violates every principle of rate mak- 
ing, which is grounded on the theory, 
and usually the fact, that the con- 
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sumers, as a class, are not the fur. 
nishers of capital. The fact that , 
city must recruit its capital from tax. 
payers makes no difference. Th 
city is the owner, in law, and the tax. 
payer, as an equitable owner of a pub- 
lic plant, is not entitled to a preference 
as a consumer any more than the 
stockholder of a privately owned plant 
is entitled to a preference as a con- 
sumer. The taxpayer’s obligation 
springs from the circumstance that he 
holds property within the taxing ju. 
risdiction of a municipal corporation; 
the patron’s obligation from the fact 
that he is a consumer of water. If 
the theory of the city holds good, 
namely, that consumers should furnish 
capital, as well as fixed charges and 
fair interest, the municipal utility 
ought to be turned over to its equita- 
ble owners, the consumers.” 

We cannot adhere to the theory 
advanced by the town of Thompson 
Falls, namely, that those who are un- 
fortunate enough to be without a sub- 
stantial amount of property should be 
forced to pay an unreasonable rate for 
water services in order to construct 
and maintain the water system and 
thus relieve large property owners of 
their just payment of taxes, since such 
a theory is repugnant to our theory 
of laws relating to taxation. We have 
the right only to consider whether the 
rates charged are reasonable or un- 
reasonable, under the circumstances of 
the case and under the rules of law 
relating to rate making. 

[6-8] None of the funds from the 
water system of the town of Thomp- 
son Falls may be diverted for town 
expenses which have nothing to do 
with the water system. Private cot- 
sumers should not be compelled to bear 
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any part of the cost of the service 
rendered the town except as they con- 
tribute as taxpayers to the general 
fund of the town. There is, of course, 
no direct relation between taxes paid 
and water service received by a tax- 
payer who is a water taker. Re 
Laurel, 14 M. U. R. 264, P.U.R. 
1921D, 817. Furthermore, as here- 
tofore pointed out, the town is a con- 
sumer the same as any of its res- 
idents who patronize a utility and is 
not entitled to any privilege as to 
rates and, if the town of Thompson 
Falls is using water, it must pay the 
water system for the same and under 
the same rate as any other consumer. 
Billings v. Public Service Commis- 
sion, 67 Mont. 29, P.U.R.1923E, 77, 
214 Pac. 608. It follows, therefore, 


that no town salaries, except those 
having to do with the water system, 
may be paid from money derived 


from water rentals and that the town 
must make payment for the use of 
its water, in the same manner as any 
other water consumer. When the 
town receives its water free or receives 
money from the water department in 
order to pay salaries, the water con- 
sumers foot the bill. This procedure 
constitutes discrimination and should 
not, under any circumstances, be tol- 
erated. 

It appears to us that it is just as 
unfair for a municipality to require 
its water consumers to pay a portion 
out of the water fund for the cost of 
administering the town government, 
as it would be for a privately owned 
utility to require its patrons to make 
up for all business losses which the 
owners of the utility may suffer. As 
has been said : 

“When a city is engaged in operat- 


ing a municipal plant, under an au- 
thority granted by the general law, 
it acts in a proprietary or business 
capacity. In this behalf, it stands up- 
on the same footing as a private in- 
dividual or a business corporation 
similarly situated. This prop- 
osition being conceded, as it must be, 
it logically follows that the city may 
install the necessary fixtures and ap- 
pliances and conduct its operations as 
does a private corporation engaged 
in the same kind of business. Com- 
mon prudence requires that it an- 
ticipate the probable growth of popu- 
lation and increasing future needs; 
that it take note, from time to time, 
of changing conditions, and adopt 
improved devices in order to bring 
and keep the plant up to the highest 
degree of efficiency ; that it make such 
disposition of any surplus or by- 
product as will promote economy in 
its operation and gain for the people 
the greatest possible return for the 
capital invested—in short, that it do 
anything that an intelligent business 
man or corporation, guided by the 
dictates of prudence and experience, 
would do under the same circum- 
stances.” Milligan v. Miles City 
(1915) 51 Mont. 374, 384, 153 Pac. 
276, L.R.A.1916C, 395. 

For a city or town to charge and 
for this Commission to approve un- 
reasonable water rates would be, in 
effect, to discourage municipal owner- 
ship. The line between water funds 
and other city funds must be drawn 
sharply and distinctly and rigidly ad- 
hered to. In too many instances, the 
distinction, in practice, is fine and fluid 
and injurious dissipation of water 
funds results. 

[9, 10] No utility rate, unless it is 
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filed with and approved by this Com- 
mission is a legal one. We must re- 
quire the town of Thompson Falls to 
file immediately with us ‘a schedule of 
rates applying to those who purchase 
water from the town and carry the 
same to their dwellings, as heretofore 
discussed. If the town of Thompson 
Falls decides to put into operation 
rates applying to irrigation, it can 
easily do so by providing, as many of 
our cities in this state do, a certain 
discount on the customer’s bill during 
the irrigation season and this may be 
based upon consumption or other con- 
sideration. The town of Thompson 
Falls must work this matter out on 
its own volition and submit the rates 
to us for approval, since the town 
has the right to initiate the rates for 
its water system and we can only pass 
upon the reasonableness of said rates 
and make reasonable regulations, 
which the town must heed, and to 
that effect only is the authority of 
the town of Thompson Falls super- 
seded. Public Service Commission v. 
Helena, 52 Mont. 527, P.U.R.1916F, 
389, 159 Pac. 24. 

[11, 12] The only evidence of value 
in this case is the book cost of the 
utility and, in addition to this, an es- 
timation as to what it will cost to 
complete the system. It should be 
borne in mind that book cost is not 
decisive of value, since it indicates 
merely the price of acquisition of the 
property and not its present value. 
Ascertainment for the purpose of de- 
termining reasonable rates is not a 
matter of mysterious theories, arti- 
ficial rules, and formulas, but of rea- 
sonable judgment, based on a proper 
consideration of all relevant facts and 
the determination of each case de- 
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pends and is controlled by its own 
peculiar facts. 

As we have stated, the book cost of 
the construction of the water plant, so 
far, is approximately $78,362.60, 
when one takes into consideration that 
it will take $4,000 more to complete 
the system. The overhead expenses 
of approximately $2,400 are not only 
used for the operation of the plant but 
for the building of the plant and sery- 
ices performed for the police depart. 
ment. How much time the water 
commissioner devotes to the police 
department is not shown by the evi- 
dence. The only tangible book value 
we have, at the present time, is that 
the plant will cost $78,362.60 upon 
completion. There is no question but 
that the reasonable value of the plant 
at the time of the hearing did not ex- 
ceed the sum of $74,000, and we ques- 
tion seriously whether the value of the 
plant, as determined by the principles 
of law applicable thereto, would be 
$78,362.60 upon completion. 

[13] A utility is not entitled toa 
return which would give it an income 
on its investments for extensions and 
improvements not already made. 
Bluefield Waterworks & Improv. Co. 
v. Public Service Commission (1921) 
89 W. Va. 736, P.U.R.1922C, 79, 
110 S. E. 205. However, the plant 
here is rapidly nearing completion and 
in determining its book value, under 
the circumstances of this case, we do 
not deem it at all speculative by in- 
cluding the aforesaid sum of $4,000 
needed to complete the system. From 
the evidence in the case, we can well 
say that the full time services of the 
water commissioner, at his present 
salary of $1,200 per year, will amply 
take care of the efficient operation of 
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the water plant, measured in accord- 
ance with the principles in rate mak- 
ing heretofore laid down. There will 
be little or no money needed at this 
time for maintenance and replace- 
ments or repairs to the water plant. 

[14] In order to bring the opera- 
tions of the Thompson Falls water 
utility within the principles just laid 
down, we must require the town coun- 
cil to extinguish the bond principal, 
bond interest, and all moneys needed 
for the construction, improvement, 
and establishment of its water system, 
by a sufficient annual tax levy ; operat- 
ing expenses, a fair and reasonable 
return on the town’s investment, ac- 
cording to law, and depreciation to 
be met by the water rates. 

Our inquiry has established the fact 
that the town of Thompson Falls has 
not been following the Commission’s 
uniform classification of accounts for 
water utilities and that there has been 
no definite policy as to proper dis- 
tribution of charges between main- 
tenance, operation, depreciation, cap- 
ital accounts, etc., and we ask that 
this Commission’s classification be, 
henceforth, followed with fidelity, for 
this is the only means of insuring to 
the patrons of the utility the prescrip- 
tion of reasonable rates. 

The evidence shows that the water 
rentals in Thompson Falls are in- 
creasing and because of the method 
adopted by the town of Thompson 
Falls with respect to its water rates, 
that is, taking water rentals for the 
purpose of the establishment and op- 


eration of its water plant, together 
with all of the evidence in the case, 
and knowing that the water rentals, 
at the present time, are approximately 
$5,600, as shown by the resolution 
passed and adopted by the town coun- 
cil of Thompson Falls, on July 7, 
1937, it is our conclusion that the 
water rates now are reasonable and 
yield to the town a fair and reason- 
able rate upon the present value of 
its property, used and useful in the 
public service, after deducting legal 
costs of operation and after construing 
all the evidence in accordance with the 
legal rules relating to a determination 
of what rates should be charged the 
patrons of this utility. For the rea- 
sons given, the application of the 
town of Thompson Falls for an in- 
crease of 20 per cent over the existing 
water rates must be denied. 

Because of the existing conditions 
of the water system of the town of 
Thompson Falls, coupled with the 
manner in which the water rentals 
have been used and the lack of the 
establishment of a proper classifica- 
tion of accounts, we venture no 
prophecy now, in the absence of a 
compliance by the town with the rules 
and recommendations herein stated, 
as to whether existing water rates 
will continue to be reasonable. With- 
in a year after compliance by the 
town with the rules and recommenda- 
tions herein stated, we can determine 
that fact with relative accuracy. 

An appropriate order will be en- 
tered. 
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Public Utility Commission 


Edison Light & pes Company 


[Complaint Docket No. 11585.] 


Dividends, § 6 — Prohibition against payment — Grounds — Impairment of 
customers’ rights — Possible reparation claam — Payments to affiliates. 


A public utility company which has filed a bond without any surety to 
refund to customers amounts collected during rate litigation in excess 
of reduced rates ordered by the Commission should be prohibited from 
declaring and paying dividends and from making payment on account of 
indebtedness to affiliated companies pending determination of a Commis- 
mission inquiry as to the necessity for prohibitions against such payment, 
when the dividends would go to a parent company involved in reorganiza- 
tion proceedings under § 77B of the Federal Bankruptcy Act and the con- 
dition of the utility’s surplus account and current liquid assets is such that 
continuance of adequate public service would be jeopardized and payment 
of reparations would be hindered. 


[March 1, 1938.] 


| byprevicenticed of electric rates; payment of dividend and 

payments on account of indebtedness to affiliated companies 

forbidden pending investigation, in view of financial conditions 

threatening ability to continue adequate service and to make 
reparations. 


* 


By the Commission: On January unreasonable, and directing that cer- 
27, 1936, the Public Service Commis- tain specific temporary rates be placed 
sion of the commonwealth of Penn- in effect by the company to effect a 
sylvania instituted an inquiry and in- reduction of $435,000 in annual gross 
vestigation at Complaint Docket No. operating revenues. This order hav- 
11108 (19 P.U.R.(N.S.) 474) to de- ing been enjoined by a special Fed- 
termine the reasonableness of the rates eral statutory court for the middle 
of Edison Light and Power Com- district of Pennsylvania at Edison 
pany. On July 27, 1937, Pennsyl- Light & P. Co. v. Driscoll (1937) 
vania Public Utility Commission, suc- 21 F. Supp. 1, 20 P.U.R.(N.S.) 353, 
cessor to the Public Service Commis- Pennsylvania Public Utility Commis- 
sion of the commonwealth of Penn- sion revised its report to accord with 
sylvania, issued a report and order the opinions of the Federal statutory 
finding that the rates of Edison Light court, and on November 30, 1937 
and Power Company were unjust and (21 P.U.R.(N.S.) 328) issued its 


22 P.U.R.(N.S.) 346 





PUBLIC UTILITY COMMISSION v. EDISON LIGHT & POWER CO. 


revised report and order requiring a 
temporary reduction of approximately 
$435,000 per year in the gross reve- 
nue of the utility. 

Edison Light and Power Company 
applied to the United States district 
court for the eastern district of Penn- 
sylvania for the convention of a Fed- 
eral statutory court, and an injunction 
restraining the enforcement of the 
Commission order of November 30, 
1937, supra. Pending decision by 
the special statutory court, a tem- 
porary restraining order is effec- 
tive. A bond has been filed by 
Edison Light and Power Company 
conditioned upon prompt repayment 
by it to its customers of such sums 
as may be payable on account of dam- 
age suffered during the effective 
period of the temporary restraining 
order, and also to provide security for 
the payment of costs and damages in- 
curred or suffered by any party found 
to have been wrongfully enjoined or 
restrained through the temporary re- 
straining order, in the event that the 
prayer of the bill of complaint is 
denied. The amount of the bond is 
$150,000, and no surety appears upon 
the bond. 

Under § 313 (a) of the Public 
Utility Law of May 28, 1937, P. L. 
1053 (66 PS § 1153) it is provided 
that : 

“If, in any proceeding involving 
rates, the Commission shall determine 
that any rate received by a public util- 
ity was unjust or unreasonable, 

the Commission shall have the 
power and authority to make an order 
requiring the public utility to refund 
the amount of any excess paid by any 
patron, in consequence of such unlaw- 
ful collection, within two years prior 
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to the date of the filing of the com- 
plaint, together with interest at the 
legal rate from the date of each such 
excessive payment. In making a de- 
termination under this section, the 
Commission need not find that the 
rate complained of was extortionate 
or oppressive. Any order of the 
Commission awarding a refund shall 
be made for and on behalf of all 
patrons subject to the same rate of the 
public utility.” 

Should the Commission find that 
the rates of Edison Light and Power 
Company have been excessive in the 
amount of $435,000 per year, during 
a period beginning January 27, 1934, 
the consumers of that public utility 
would be entitled to somewhat more 
than $1,776,250 in reparations up to 
February 28, 1938. . 

A complaint has been filed at Willis 
Ramsey and _ Utility Consumers 
League of York, Pennsylvania v. Ed- 
ison Light and Power Company, 
Complaint Docket No. 11576, alleg- 
ing that the rates of the respondent 
company have been unjust, unrea- 
sonable, excessive, extortionate, and 
oppressive in the past, and since Janu- 
ary 27, 1934. 

As of November 30, 1937, Edison 
Light and Power Company owed to 
its affiliated companies an aggregate 
amount of $1,069,328.65. From a 
detailed consolidated balance sheet of 
York Railways Company and sub- 
sidiaries, as at May 31, 1937, submit- 
ted as Exhibit 1A, in connection with 
Securities Certificate No. 18 (21 
P.U.R.(N.S.) 269), and Exhibit 4A, 
being a statement of securities owned 
by York Railways Company sub- 
mitted in connection with Securi- 
ties Docket No. 18, it appears that, 
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as at May 31, 1937, Edison Light 
and Power Company owed to York 
Railways Company $1,066,559.48, 
which amount closely approximates 
the total payables to affiliated com- 
panies as at November 30, 1937. This 
indicates that the payables to affiliated 
companies, as at November 30, 1937, 
were entirely owed to York Railways 
Company. 

As of November, 1937, the current 
liabilities of complainant exceeded its 
current liquid assets, according to a 
balance sheet submitted to the Com- 
mission by complainant. The balance 
sheet referred to showed a surplus of 
$369,672.92 and quick and liquid as- 
sets totaling a sum considerably be- 
low this figure, thus indicating that 
complainant could legally pay out 
more than its quick and liquid assets 
in dividends. Such dividends would 


go to York Railways Company, an 
affiliate owning all of the common 


stock of Edison Light and Power 
Company, and now a petitioner for 
reorganization under § 77B of the 
Federal Bankruptcy Act. 

Under the circumstances outlined 
above, it is clear that the proper and 
adequate continuance of the public 
service of Edison Light and Power 
Company will be jeopardized if im- 
proper payments on account of div- 
idends or indebtedness to affiliated 
companies are made. Furthermore, 
reimbursement to consumers of Ed- 
ison Light and Power Company for 
excessive rate payments may also be 
rendered less susceptible of prompt 
and satisfactory accomplishment. 

In the light of the above facts, the 


Commission deems that the public in. 
terest requires the institution of an 
inquiry and investigation for the pur- 
pose of determining the necessity for 
an order prohibiting the declaration 
or payment of any dividends, or the 
payment of any amount on account of 
indebtedness to affiliated companies 
by Edison Light and Power Com- 
pany. Pending disposition of this 
proceeding, we are of the opinion that 
declaration and payment of dividends, 
and any payment on account of in- 
debtedness to affiliated companies, 
should be forbidden; therefore, 

Now, to wit, March 1, 1938, Penn- 
sylvania Public Utility Commission 
hereby institutes an inquiry and in- 
vestigation upon its own motion for 
the purpose of determining the neces- 
sity for issuance of an order pro- 
hibiting the declaration or payment of 
dividends by Edison Light and Power 
Company, and any payment by the 
said public utility on account of in- 
debtedness to its affiliated companies. 

It is ordered: That pending de- 
termination of this inquiry and in- 
vestigation, Edison Light and Power 
Company shall make no dividend 
declarations nor payments, nor any 
payment on account of indebtedness 
to affiliated companies. 

It is further ordered: That a copy 
of this inquiry and investigation be 
served upon Edison Light and Power 
Company, respondent; answer there- 
to to be filed on or before March 18, 
1938, and that hearing be scheduled 
for 10 a.m., Friday, March 25, 1938, 
in hearing room No. 1, ground floor, 
North Office building, Harrisburg. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Leslie Thomas Martin 


Briarcliff Water Company 


[Case No. 9445.] 


Public utilities, § 122 — What constitutes — Water system in real estate sub- 


division. 


A water system constructed in a residential real estate subdivision by the 
owner of the subdivision, not dedicated to public use but to secure water 
service for the exclusive and private use of the residents, to be operated 
at cost and not for hire, was held not to be a public utility. 


{March 11, 1938.] 


(er against refusal of company operating water sys- 
tem in real estate subdivision to extend service; dismissed. 


By the Commission: This case is 
before the Commission upon the com- 
plaint of Mr. L. T. Martin, who its 
engaged in a printing and publishing 
business in Kansas City, Jackson 
county, Missouri, but resides in a sub- 
division in Clay county commonly 
known as Briarcliff Hills. His com- 
plaint is that the Briarcliff Hills Water 
Company is engaged in the sale and 
distribution of water as a public util- 
ity in Briarcliff Hills but that he is 
unable to secure a water main exten- 
sion to his property in order that he 
may receive the service from the water 
system. At the time of the making of 
his complaint he was unable to state 
who constitutes the Briarcliff Water 
Company, but was informed and be- 
lieved that Stuart Perkins, the Hill- 
side Securities Company, a corpora- 
tion, and Robert W. Smith, were in- 
terested in and possibly constituted the 
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Briarcliff Water Company. Further- 
more, that the addresses of Stuart 
Perkins, the Hillside Securities Com- 
pany, and Robert W. Smith are North 
Kansas City. 

The complainant claims that the 
Briarcliff Water Company has been 
engaged for a number of years as a 
public utility in the sale and distribu- 
tion of water in Clay county, that it 
has a system through which water, 
purchased from the city of Kansas 
City, is delivered to residents in the 
subdivision. He is of the opinion that 
the Briarcliff Water Company has 
never secured from this Commission 
a certificate of convenience and neces- 
sity for the construction of the system 
and that during the period of opera- 
tion, such operation has been in vio- 
lation of § 5193 of the Revised Stat- 
utes of Missouri. He asks that the 
Briarcliff Water Company be re- 
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quired to obtain a certificate of con- 
venience and necessity and furnish him 
water service. 

The complainant states that he has 
resided in the Briarcliff Hills district 
since before its organization in 1929; 
that he has recently applied for water 
service from the aforesaid utility but 
was informed that he is required to 
pay, in addition to the ordinary 
charges for water and the meter de- 
posit, the sum of $250 in cash before 
he will be permitted to connect to the 
system. 

Answer is made to the complaint 
by Stuart Perkins, as president of the 
Hampton Securities Company. In 
the answer he states that on the 5th 
day of August, 1930, the Hillside Se- 
curities Company, prior owner to the 
Hampton Securities Company, a Mis- 
souri corporation, was owner in fee 
simple of certain real estate in sec- 
tions 10 and 11, township 50, range 
33, Clay county, Missouri, the area 
containing the subdivision we hereto- 
fore mention. On that same date the 
Hillside Securities Company executed 
a plat of that land, dividing it into 
lots, laying off certain streets, 
avenues, and alleys, and designating 
the area as Briarcliff Hills Resurvey. 
Thereafter the Hillside Securities 
Company conveyed the real estate to 
the Hampton Securities Company, 
also a Missouri corporation, which is 
now the owner in fee simple of all the 
real estate excepting certain parts. 
The answer states that the real estate 
is located north of and near the city 
limits of Kansas City and is adjacent 
to the waterworks plant of that city. 
In connection with the development 
of the subdivision as a residential dis- 
trict the Hillside Securities Company 
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caused to be laid in the streets, 
avenues, and alleys of the subdivision 
water mains for the sole purpose of 
furnishing water to the purchasers of 
lots and tracts in said addition, and 
for no other purpose. 

Six of the lots or tracts of land in 
the Briarcliff Hills Resurvey have 
been conveyed to individual owners, 
each of whom has since constructed 
a residence on his respective lot. Each 
of said owners has constructed, at his 
own expense, water mains from his 
residence to the water mains in the 
street. Water furnished to these six 
homes, as well as for the entire tract, 
is purchased from the waterworks 
system of the city of Kansas City by 
meter measurement, and in turn de- 
livered through the heretofore men- 
tioned mains to the six residences and 
measured to them through their re- 
spective water meters. 

The Hampton Securities Company 
contends that the operation and con- 
duct of the system is wholly for the 
accommodation of its grantees and 
for the development of the subdivi- 
sion, Briarcliff Hills Resurvey, is done 
so wholly without profit whatsoever 
to the defendants, and that no other 
person or corporation has any interest 
whatever in the distribution of said 
water. The defendants, Hillside Se- 
curities Company, and its successor, 
Hampton Securities Company, claim 
that neither of them are now, or have 
at any time been, engaged in the op- 
eration of a water system as a public 
utility, that no person or corporation 
has been furnished water service by 
them except the owners of property 
within the Briarcliff Hills Resurvey, 
and that none of the defendants have 
ever purported or attempted to solicit 
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the supplying of water to any other 
person or corporation, but that the 
water purchased from Kansas City 
is purchased solely and only for the 
purpose of supplying the grantees of 
the defendants. Defendants claim 
that the complainant lives on and owns 
certain property adjacent to but not 
within the Briarcliff Hills Resurvey; 
that his residence is approximately 700 
feet from the Briarcliff Hills Resur- 
vey; that he has heretofore demanded 
that the Hampton Securities Company 
supply him with water by connecting 
him to the privately used distribution 
plant of the defendants; and that the 
Hampton Securities Company has re- 
fused to do so. 

The matter was heard November 
10, 1937, at which time all interested 
parties were given an opportunity to 
be heard and the case was submitted 
on the record. 


Section 5193 of the 1929 Missouri 


Rev. Stats. provides that:. “No 
water corporation shall begin 
construction of a water 
system without first having obtained 
the permission and approval of the 
Commission. No such corporation 
shall exercise any right or privilege 
under any franchise hereafter grant- 
ed, or under any franchise heretofore 
granted but not heretofore actually 
exercised, or the exercise of which 
shall have been suspended for more 
than one year, without first having ob- 
tained the permission and approval of 
the Commission. Before such cer- 
tificate shall be issued a certified copy 
of the charter of such corporation 
shall be filed in the office of the Com- 
mission, together with a verified state- 
ment of the president and secretary 
of the corporation, showing that it 
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has received the required consent of 
the proper municipal authorities.” 
The evidence shows that the tract 
of land now known as the Briarcliff 
Hills Resurvey is located a little to 
the northwest of Kansas City in Clay 
county. It practically joins North 
Kansas City on the north. An ab- 
stract of title filed at the hearing shows 
that on July 31, 1906, John W. Per- 
kins and wife transferred a part of 
the tract of land comprising the sub- 
division to the Hillside Securities 
Company, a corporation. By two 
other transfers, one in 1906, the other 
in 1923, the balance of the subdivision 
was transferred to the Hillside Se- 
curities Company. This company 
was incorporated July 20, 1906. On 
April 29, 1929, a small triangular 
area, the westernmost part of the en- 
tire tract, was conveyed to complain- 
ant, L. T. Martin, with a road provid- 
ed along the southwestern edge of the 
tract but not extending into the tract. 
This small area will be designated as 
the original Martin purchase, and is 
sufficiently described on the first sheet 
of Complainant’s Exhibit 3. By 
Complainant’s Exhibit 3 it is shown 
the balance of the tract, all except that 
owned by L. T. Martin, was subdivid- 
ed for residential purposes on June 
17, 1929, and filed for record on the 
second day thereafter, June 19th. It 
was then named “Briarcliff Hills.” 
Stuart Perkins was president of the 
owning company, Hillside Securities 
Company. All the lots in the subdi- 
vision were placed under certain re- 
strictions except two, lots 20 and 27. 
Lot 20 joined the original Martin pur- 
chase. Lot 27 joined lot 20. The 
two lots, 20 and 27, lie between the 
original Martin purchase and the road- 
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way provided, above, and the balance 
of “Briarcliff Hills” restricted. The 
total lot numbers ran from 1 to 27. 
The plat shows certain roadways laid 
out through it. 

Then on June 21, 1929, the Hill- 
side Securities Company sold to L. T. 
Martin lot 20 (with the roadway ease- 
ment mentioned above on lot 27), and 
the southeast corner of lot 19. Lot 
19 joins lot 20 on the north. This 
small corner is about 30 feet x 40 feet 
in dimension but irregular in shape. 
It allows the owner of lot 20 a front 
of about 40 feet on Briarcliff road, 
one of the main roads of “Briarcliff 
Hills.” Without it lot 20 comes to 
a point on that road. On this road 
is the water main from which com- 
plainant desires an extension of the 
water system. 

It is shown that the Hillside Secu- 
rities Company and L, T. Martin then 
jointly filed on November 22, 1929, 
an amended plat of Briarcliff Hills, 
designating it as “Amended Plat of 
Briarcliff Hills.” It appears one pur- 
pose was to provide an easement 
across lot 27 for a roadway. An ease- 
ment is also provided “to locate, con- 
struct, and maintain or authorize the 
location, construction, and mainte- 
nance of conduits, water, gas, or sewer 
pipes, poles, and wires or all or any 
of them upon a strip of land 4 feet 
on each side of all rear and side lot 
lines in this addition is hereby grant- 
ed.” A similar easement was pro- 
vided in the first subdivision. Lots 20 
and 27 are exempt from the restric- 
tions. 

Then by quitclaim deed dated De- 
cember 12, 1929, Hillside Securities 
Company quitclaimed to L. T. Mar- 
tin all of lot 20 and the small south- 
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east corner of lot 19, together with 
and subject to the roadway easement 
along the southwesterly side of lot 
20. At the same time L. T. Martin 
quitclaimed all and any land lying 
outside of lot 20, ‘““Amended Plat of 
Briarcliff Hills,” except the road ease- 
ment just mentioned and the small 
southeast corner of lot 19, heretofore 
mentioned. 

Thereafter, December 12, 1929, the 
Hillside Securities Company began 
the sale of lots in “Amended Plat of 
Briarcliff Hills’ subdivision. Then 
in the August term, 1930, of the 
Clay county court, all owners of the 
“Amended Plat of Briarcliff Hills,” 
except John D. Brock and wife, own- 
ers of lot 21 and northwestern end 
of lot 27, filed a petition to vacate 
certain streets preparatory to a re- 
division of the area. J. D. Brock’s 
road appears not to have been 
changed. The order was made by the 
county court and on August 7, 1930, 
a new subdivision of the slightly 
changed area was filed, designated 
“Briarcliff Hills Resurvey.” This is 
in reality a resubdivision of a part of 
the original “Amended Plat of Briar- 
cliff Hills.” Easements are still re- 
tained by the Hillside Securities 
Company for electric, water, and gas 
lines. The lots are differently arranged 
and are numbered from 28 to 70. 
The area previously designated as lot 
20, and a part of lot 19 owned by L. 
T. Martin, are not indicated as a 
part of the subdivision or given a lot 
number. 

Thereafter, August 5, 1930, re- 
strictions were placed on the subdivi- 
sion. On that same date, August 5, 
1930, Briarcliff Hills Homes Asso- 
ciation Declaration was made. This 
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was filed for record August 7, 1930. 
On November 16, 1931, the Hillside 
Securities Company transferred most 
of the area in the “Briarcliff Hills 
Resurvey” to the Hampton Securities 
Company, incorporated November 9, 
1931, as a Missouri corporation. The 
rights and reservations by virtue of 
the declaration of restrictions affect- 
ing “Briarcliff Hills Resurvey” and 
by virtue of the declaration of the 
Hillside Securities Company relative 
to Briarcliff Hills Homes Association 
were conveyed to Hampton Securities 
Company. 

As the record now stands “Briar- 
cliff Hills Resurvey” is an exclusive 
and restricted area in which L. T. 
Martin owns no real estate. He owns 
land between lots in “Briarcliff Hills 
Resurvey,” and this land borders, by 
some 30 feet or 40 feet, on the road- 
way in the resurvey area. Along this 
roadway is the water pipe line fur- 
nishing service to residences on lots 
of “Briarcliff Hills Resurvey.” 

The evidence shows that a Miss 
Pontious purchased one of the platted 
lots in the subdivision and was prom- 
ised by the Hillside Securities Com- 
pany that water would be delivered 
without cost to the property line of 
her lot when a dwelling house has 
been constructed on the lot. The 
house has not yet been constructed. 

Some six residences have been con- 
structed on the resurvey tract and 
water service is delivered. 

Defendant’s Exhibit “C”’ shows 
that on August 12, 1930, the Hillside 
Securities Company entered into a 
contract with the city of Kansas City 
for the extension of a water main and 
water to be delivered to “Briarcliff 
Hills Resurvey” subdivision. 
[23] 
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Summarizing, we have this before 
us. A piece of real estate has been 
subdivided for residential use. It has 
been placed under certain restrictions. 
A landowner has real estate project- 
ing into it to one of the central roads 
of the subdivision. Along the road 
is a water main laid for the use of 
residences erected or to be erected on 
the subdivision. His land is not a 
part of the subdivision. He uses his 
land for a residence, a rock garden, 
an orchard and possibly other pur- 
poses not residential. He desires 
water with which to irrigate his 
orchard. The trustee for the present 
and prospective owners in the subdivi- 
sion has agreed to allow the com- 
plainant landowner to have the water 
service if he will pay $250 for the ex- 
tension, lay service pipes, and install 
a meter. The defendant claims the 
system is not dedicated to public use 
but to secure water service for an ex- 
clusive and private use, the residents 
of “Briarcliff Hills Survey.” It is 
to be operated at cost and not for hire. 
The defendant shows that for the first 
ten months of 1937 it paid out for the 
water service : 

Cost of water and power 


Repairs 
Cost of lost water 


Total cost 


Loss on operation 


Nothing is included for interest on 
investment, depreciation, wages, sta- 


tionery, stamps, etc. Apparently that 
is provided by the parties interested 
in the sale of the lots. 

We note the contract with Kansas 
City for the laying of the water main 
is made by Hillside Securities Com- 
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pany. The water purchased from 
Kansas City is metered at the proper- 
ty line between the Kansas City water 
plant grounds and the -subdivision. 
The bills to the residents are rendered 
in the name of “Briarcliff Water Com- 
pany.” The statement of revenues 
and expenditures above is headed by 
by “Briarcliff Water Plant.” The 
president of the Hampton Securities 
Company states there is no “Briar- 
cliff Water Company.” The name is 
used for distinguishing purposes only. 
The Hampton Securities Company 
owns the water mains within the sub- 
division and the unsold lots. No cer- 
tificate of convenience and necessity 
was applied for or secured from this 
Commission. 

In view of the ruling of the su- 
preme court in State ex rel. Danciger 
& Co. v. Public Service Commission 
(1918) 275 Mo. 483, P.U.R.1919A, 
353, 360, 205 S. W. 36, 18 A.L.R. 
754, wherein it states the “electric 
plant must of necessity be for a pub- 
lic use, and therefore be coupled with 
public interest ; otherwise the Commis- 


sion can have no authority whatever 
over it. There is in this case 
no explicit professing of public sery- 
ice, or undertaking to furnish lights 
or power to the whole public, or even 
to all persons in that restricted por- 
tion thereof who reside within three 
blocks of the company’s plant; . . 
The fact of professing public service, 
that is, of holding himself or the com- 
pany out as ready and willing to serve 
the public, must therefore, in order 
to hold respondent, be deduced im- 
plicitly, if it is to be found in this 
record at all,” we do not find this 
water system to be operated as a public 
utility. 

After due consideration of the evi- 
dence, it is the opinion of the Commis- 
sion that it has no jurisdiction. 

It is, therefore, 

Ordered: 1. That this cause be and 
is hereby dismissed. 

Ordered: 2. That this order be ef- 
fective ten days from this date and 
that the secretary of the Commission 
shall serve certified copies of this 
order upon all interested parties. 
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Globe Grain & Milling Company 


Utah Power & Light Company 


[Case No. 1926.] 


Rates, § 243 — Change in schedule — Notice to customers. 
1. An electric utility company has no duty to notify a customer of the 
filing of a new rate schedule, as the filing with the Commission is con- 
sidered notice to all patrons, p. 356. 
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Reparation, § 32 — Established schedule as defense. 


2. An electric customer is not entitled to reparations, on the ground that 
a charge has been imposed in excess of the schedules, rates, and tariffs on 
file with the Commission, when the customer has been served with power 
under the applicable schedule and charges have been made for such service 
in accordance with the applicable schedule, although the customer has de- 
manded service under another schedule which is not applicable to it, p. 
356. 


Discrimination, § 39 — Rates — Classification. 


3. A utility may have different rates for different classes of consumers, 
and the only legal inhibition is that it must not classify its customers 
arbitrarily and unreasonably, but alike when the circumstances are similar, 


p. 356 
Discrimination, § 96 — Electric rates — Classification. 


4. No discrimination results from a classification of customers whereby a 
milling company which is supplied with alternating current at 44,000 volts 
for the operation of an 1,800-barrel flour mill and for its feed mill and 
storage operations under one rate schedule while other consumers are 
supplied with electricity at 110, 220, or 440 volts for the operation of 
family electric range or water heater, or for bakery heating and cooking 
purposes under another schedule, p. 356. 


[March 5, 1938.] 


Pipi against application of electric rate schedules to 
a milling company; dismissed. 


¥ 


APPEARANCES: T. A. Hunter, for 
Globe Grain & Milling Company; 
George R. Corey, Attorney, for Utah 
Power & Light Company; John D. 
Rice, Attorney, for Public Service 
Commission. 


The plaintiff, Globe Grain & Mill- 
ing Company, is a California corpora- 
tion, qualified to do business in the 
state of Utah. 

Since July 1, 1923, plaintiff has pur- 
chased large quantities of electricity 
from the defendant for use in its flour 
mill, feed mill, and storage operations 
at its mills at Ogden, Utah. The 


By the Commission: The above- 
entitled matter came on regularly for 


hearing before the Commission on 
the 9th day of April, 1937, on the 
amended complaint of Globe Grain & 
Milling Company, hereinafter termed 
the plaintiff, and the answer of Utah 
Power & Light Company, hereinafter 
termed the defendant. 


Evidence having been submitted by 
the respective parties, briefs filed, and 
the Commission being fully advised 
in the premises, now makes the fol- 
lowing findings of fact: 
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power used by the plaintiff has been 
purchased from the defendant since 
1923 under defendant’s Schedule No. 
I, Tariff No. II, and pursuant to a 
contract dated July 1, 1923, for a 
term of ten years, which contract was 
renewed on July 1, 1933, for a fur- 
ther period of ten years. Said con- 
tract provides for 800 horsepower al- 
ternating current at approximately 60 
cycles per second at 44,000 volts. 

The aforementioned Schedule No. 
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I is the defendant’s filed schedule ap- 
plying to all consumers for alternat- 
ing current, 3-phase service supplied 
at voltages in excess of_ 15,000, and 
for power purposes only, and at all 
times was, and still is, the schedule 
under which electric service was, and 
is, furnished to customers with power 
loads having similar characteristics. 
Schedule No. I provides that cus- 
tomers may enter into a contract for 
a term of one year or more, and there- 
by obtain a discount of 5 per cent on 
a contract for a term of five years, 
and 10 per cent on a contract for a 
term of ten years. The plaintiff elect- 
ed to enter into the contract involved 
in these proceedings on June 6, 1933, 
for ten years, presumably to obtain 
the 10 per cent discount applicable un- 
der this schedule. Schedule No. I is 


not compulsory in the sense that plain- 
tiff is required to enter into a con- 
tract for a period of more than one 


year. 

It appears that on or about April 
30, 1935, defendant filed with this 
Commission its Schedule No. 34—-B, 
effective April 30, 1935, which sched- 
ule was in effect at the time the orig- 
inal complaint was filed. Plaintiff 
complains that defendant did not noti- 
fy it of the existence of Schedule 
34-B, and that such lack of notice 
deprived plaintiff of receiving bene- 
fits by reason of the lower costs re- 
flected in Schedule 34-B as against 
the higher cost prevailing under Sched- 
ule No. I. 

[1] It is admitted by defendant 
that plaintiff was never notified of the 
filing of Schedule 34-B, but in the 
opinion of the Commission, it was 
not the duty of the defendant to so 
notify plaintiff. The filing of Sched- 


22 P.U.R.(N.S.) 


ule 34-B with this Commission js 
considered notice to all patrons of 
defendant company, and no notice was 
required to be given. 

[2] Furthermore, Schedule 34-8 
was in no way applicable to the elec- 
tric service rendered to plaintiff. This 
schedule applied only to consumers of 
power supplied at 110, 220, or 440 
volts, for general heating and cook- 
ing purposes only. It is true that 
plaintiff demanded that service be 
rendered it by defendant under 
Schedule 34—B, and the defendant re- 
fused to render service under such 
schedule. 

Since it appears from the record 
that plaintiff was served with power 
under the applicable schedule, and that 
the charges made for such service 
were in accordance with the applicable 
schedule, namely, Schedule No. I, 
Tariff No. II, it necessarily follows 
that plaintiff is not entitled to repara- 
tions on the ground that a charge has 
been imposed in excess of the 
schedules, rates, and tariffs on file 
with the Commission. 

[8, 4] There remains to be de- 
termined by the Commission whether 
the schedules, rates, and tariffs under 
which service was rendered to plain- 
tiff were unjust, unreasonable, or dis- 
criminatory in the amount as alleged 
by the plaintiff. 

It is a well-established principle of 
law that a utility may have different 
rates for different classes of custom- 
ers. The only legal inhibition is that 
it must not classify its customers 
arbitrarily and unreasonably, but alike 
when the circumstances are similar. 
This principle is so elementary that 
it is unnecessary to cite legal author- 
ities in support thereof. 
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It is true that the electric energy 
furnished to plaintiff is the same kind 
of electricity and comes from the same 
source as that furnished to other con- 
sumers for heating and cooking pur- 
poses. This is not the basis for the 
classification. Plaintiff’s request that 
it be supplied with power under 
Schedule 34—B is an admission that 
classification is legal and _ proper. 
Schedule 34—B is a rate for general 
heating and cooking purposes only, 
_ while Schedule No. I is a rate for 
power purposes only. Furthermore, 
payment under Schedule No. 34-B is 
based on a kilowatt-hour charge only, 
while Schedule No. I is based on a 
demand charge, plus an energy charge. 
It should also be noted that Schedule 
No. 34-B covers voltages supplied at 
110, 220, and 440 volts, while 
Schedule No. I covers voltages sup- 
plied in excess of 15,000 volts, and 
in the instant case at 44,000 volts. 
There are other differences in the 
schedules such as load factor, term 
discount, etc. 

We think the distinctions which are 
the basis of the classification are quite 
apparent and fully justify the classifi- 
cation complained of herein. It 
seems quite clear to this Commission 
that there is a very decided distinction 
between supplying alternating current 
at 44,000 volts to the Globe Grain & 
Milling Company for the operation 


of a 1,800-barrel flour mill and for its 
feed mill, and storage operations on 
the one hand, and on the other hand 
supplying another consumer with elec- 
tricity at 110, 220, or 440 volts for 
the operation of the family electric 
range or water heater, or even to a 
bakery for heating and cooking pur- 
poses. It is the opinion of the Com- 
mission that the classification of con- 
sumers as evidenced by Schedule No. 
I, Tariff No. II, is a reasonable one, 
and that charges made thereunder are 
just and reasonable and not discrim- 
inatory. 

There still remains to be determined 
by this Commission the question of 
whether the rates charged in Schedule 
No. I, Tariff No. II, in and of them- 
selves are unjust, unreasonable, and 
discriminatory in amount. There is 
a total absence of any evidence that 
would justify a finding that the rates 
charged under Schedule No. I, Tariff 
No. II, are unjust or unreasonable, 
and without further discussion, the 
Commission concludes and decides 
that the complaint of the Globe Grain 
& Milling Company should be dis- 
missed with prejudice. 

It is therefore ordered, that the 
complaint filed with the Commission 
January 7, 1937, by Globe Grain & 
Milling Company be, and the same is, 
hereby dismissed with prejudice. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Farmers Independent Telephone 
Company 


[2-U-1165.] 


Rates, § 49 — Commission jurisdiction — Effect of contracts. 
1. The Commission has jurisdiction over rates for telephone switching 
notwithstanding the existence of a rate contract between a switching com- 
pany and a switched company, particularly where the contract provides 
that the charge will be subject to any legally authorized and approved 
revision of such charge for this class of service at the exchange, p. 359. 


Rates, § 217 — Change in contract rate — Switched telephone service — Order 
fixing rates. 

2. A rate for telephone switching service established by Commission order 
is the presently effective and lawful rate to apply for switching service to 
a switched company, instead of a rate established by a prior contract, 
particularly where the contract provides that the charge specified will be 
subject to any legally authorized and approved revision of such charge 
for this class of service at the exchange, p. 359. 


Rates, § 234 — Proper schedule — Purchaser of telephone property. 
3. The switching rate of a telephone company on file with the Commission 
is the legal rate and the rate that must be charged for switching service 
to another company subsequent to acquisition by the switching company 
of an exchange which formerly furnished service to the switched company 
at a higher contract rate, p. 359. 


Consolidation, merger, and sale, § 60 — Effect of Commission approval — Ap- 
plicable rates. 
4. Approval of a change of ownership of a telephone exchange by the 
Commission implies, in the absence of other directions, the application of 
the rates which the purchaser has on file, p. 359. 


[February 28, 1938.] 


alleen das of lawful charges for telephone switching; 
applicable rates determined. 


* 


By the Commission: The question 
before the Commission in this matter 
arose out of an order of the Commis- 
sion, dated April 6, 1937, in which a 
schedule of rates was prescribed for 
the Farmers Independent Telephone 
Company of Grantsburg (2-U- 
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1082). At the hearing in that matter 
Mr. W. E. Thompson, secretary of 
the Logging Creek Telephone Com- 
pany, raised the issue. The examiner 
in the 2-U-1082 hearing agreed that 
the issue would be determined in the 
opinion and order in that matter. 
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Subsequent consideration led the Com- 
mission to request that its counsel pass 
upon the issue raised. Before the is- 
suance of the order in 2-U-1082 on 
March 20, 1937, the Commission sub- 
mitted that opinion to both companies, 
stating that “we are giving you this 
information with the understanding 
that if you are prepared to abide by 
this decision and settle your misun- 
derstanding accordingly, it will not be 
necessary for the Commission to make 
a formal order in the matter. Will 
you kindly advise if this is satisfac- 
tory?” Both companies replied; the 
Logging Creek Company indicating 
its willingness to abide by it, and the 
Farmers Company, while not conced- 
ing its correctness, indicating that it 
did not desire at that time to press the 
issue further. While there is only a 


small amount involved, $67.91, the 
ruling is important as 
precedent. 


a general 


On November 4, 1937, the Farmers 
Company filed a petition requesting a 
finding as to the rates which should 
have applied to the service rendered 
by it to the Logging Creek Company 
from the date it took over the ex- 
change of the Wisconsin Telephone 
Company at Grantsburg to April 6, 
1937, when the Commission pre- 
scribed a new schedule of rates for its 
services. 

Two hearings were held in this mat- 
ter, both before Examiner W. A. An- 
derson. The first was at Grantsburg 
on November 30, 1937. Appearances 
on November 30th were: 

K. J. Jackson, of the Rates and 
Research Department, of the Commis- 
sion staff; Carl Linden, President, 
Grantsburg, and Emil Anderson, Sec- 
retary, Grantsburg, for petitioner, 
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Farmers Independent Telephone Com- 
pany. 

The second hearing, necessitated by 
the failure of the Logging Creek 
Company to receive notice of the first, 
was held at Madison on January 13, 
1938. The appearances were: 

Carl Linden, President, Grants- 
burg, for petitioner, Farmers Inde- 
pendent Telephone Company; W. E. 
Thompson, Secretary-Treasurer, Wolf 
Creek, for intervener, Logging Creek 
Telephone Company. 

[1-4] The issue can be stated brief- 
ly. On October 16, 1936, the Farmers 
Company took over the operation of 
the telephone exchange at Grantsburg 
then being operated by the Wisconsin 
Telephone Company. By the transfer 
there was assigned to the Farmers 
Company a contract which the Wis- 
consin Company had with the Log- 
ging Creek Company. The Farmers 
Company on October 16, 1936, was 
rendering switching service to two 
other roadway companies at the filed 
and lawful rate of 31 cents per station 
per month. The Wisconsin Company 
was rendering like service to the Log- 
ging Creek Company under contract 
at a filed and lawful rate of 62} cents 
per station per month, and was like- 
wise rendering the same service at the 
same rate to another roadway com- 
pany not under contract. After the 
consummation of the sale and pur- 
chase of the Wisconsin Company’s 
exchange, the Farmers Company for 
a period continued in effect to all class- 
es of subscribers the lawful rates of 
the Wisconsin Company effective at 
the time of the transfer. It so hap- 
pened that the only like class of serv- 
ice which both companies rendered 
prior to October 16, 1936, was the 
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switching for roadway companies; 
the first rendition of other classes of 
service by the Farmers Company was 
not begun until the exchange became 
its property. 

At the time of the transfer of the 
Grantsburg exchange to the Farmers 
Company, the other roadway company 
switched by the Wisconsin Company 
had either given notice of the cancel- 
lation of or had canceled its switching 
agreement. The contract with the 
Logging Creek Company, however, 
did not expire until January 1, 1937, 
and by its terms thirty days’ notice of 
cancellation was required before such 
cancellation could be effective. 

The lawful rate of the Farmers 
Company for switching roadway com- 
panies on October 16, 1936, and un- 
til revised by the order of April 6, 
1937, was 31 cents per station per 
month. The Farmers Company im- 
mediately made this rate effective to 
the roadway company whose switch- 
ing agreement had expired or was 
about to expire, but continued to 
charge the Logging Creek Company 
the contract rate of 62} cents. 

The Farmers Company takes the 
position that inasmuch as it had as- 
sumed the contract which provided a 
rate of 62} cents for switching the 
Logging Creek Company, it must con- 
tinue to charge that rate regardless of 
the fact that it had on file with the 
Commission a rate for similar service 
to other roadway companies of 31 
cents per station per month. Due 
to some conflict between the pe- 
tition and the testimony, and in the 
testimony itself, the position of the 
Farmers Company is not clear as to 
whether (1) the contract rate should 
continue until the contract is canceled, 
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or (2) whether the Commission’s or- 
der in 2-U-1082 of April 6, 1936, 
prescribing, among other rates, an 
adjusted rate for switching of road. 
way companies’ stations by the Farm. 
ers Company, superseded the contract 
rate. 

That the Commission has jurisdic- 
tion over rates in contracts between a 
utility and its patrons, whether they 
be other utilities or individuals, and 
has similar jurisdiction over rates 
made by contracts between utilities 
and municipalities, is too well settled 
to need any discussion or amplifica- 
tion. Oconto Electric Co. v. Peoples 
Land & Mfg. Co. (1917) 165 Wis, 
467, 161 N. W. 789; Kilbourn City v. 
Southern Wisconsin Power Co, 
(1912) 149 Wis. 168, 135 N. W. 499; 
Milwaukee Electric R. & Light Co. v. 
Railroad Commission, 238 U. S. 174, 
59 L. ed. 1254, P.U.R.1915D, 591, 
35 S. Ct. 820; and Re Wisconsin 
Teleph. Co. (1922) 27 Wis. R. C. R. 
9, P.U.R.1923B, 23, 25. 

In the latter case the Commission 
approvingly quoted the court in South- 
ern Bell Teleph. & Teleg. Co. v. Geor- 
gia R. Commission (1921) 274 Fed. 
438, P.U.R.1922A, 419, 425, as fol- 
lows : “The legislature had declared the 
public telephone business to be one 
of public concern and subject to regu- 
lation prior to the making of these 
contracts. ‘One whose rights, such as 
they are, are subject to state restric- 
tion, cannot remove them from that 
power by making a contract about 
them. The contract will carry with 
it the infirmity of its subject mat- 
ter.’”” 

The investigation fully justifies a 
finding that from the effective date of 
the order in 2—U-—1082 of April 6, 
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1936, and presently effective, the prop- 
er, reasonable, and lawful rate to ap- 
ply for switching service rendered the 
Logging Creek Company by the 


Farmers Company is 41 cents per sta- 
tion per month. 


Further, we direct attention to a 
provision of the agreement itself, 
which appears to settle any doubt as 
to the jurisdiction of the Commission 
to pass upon the reasonableness of the 
contract rate and to answer once and 
for all the contention that the contract 
must be canceled to change the rate. 
That provision is paragraph 13, 
which reads : 

“The charge specified for the serv- 
ice herein provided for will be sub- 
ject during the term hereof to any le- 
gally authorized and approved revision 
of such charge for this class of serv- 
ice at the exchange, and any such re- 
vised charge will apply as of the date 
made legally effective in lieu of the 
charge herein specified, but all the oth- 
er terms and conditions hereof will 
remain in full force and effect.” 

The only other determination nec- 
essary, namely, whether the then ef- 
fective contract rate under which the 
Wisconsin Company billed the Log- 
ging Creek Company was continued by 
the assumption of the contract by the 
Farmers Company until changed by 
the Commission, or whether the 
Farmers Company’s filed and legal 
rate for switching roadway companies 
was the rate which should have ap- 
plied from the date of consummation 
of the sale and purchase, appears to 
have been made by the previous dis- 
cussion. 

We have heretofore referred to 
an opinion by the Commission’s coun- 
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sel on March 18, 1937. That opinion 
follows: 

“In view of the fact that the Farm- 
ers Independent Telephone Company 
has on file with the Commission a 
switching rate of 31 cents per tele- 
phone per month available to other 
rural companies, I am of the opinion 
that such rate is the legal rate and is 
the rate which must be charged the 
Farmers Logging Creek Telephone 
Company for service subsequent to the 
taking over of the Wisconsin Tele- 
phone Company’s Grantsburg ex- 
change by the Farmers Independent 
Telephone Company.” 

In this opinion the Commission 
must concur. There are numerous 
reasons why it should be sustained. 
Were it to be held that the contract 
rate was to continue, it would mean 
countenancing the undue discrimina- 
tion expressly prohibited by § 196.22, 
Statutes. As pointed out, the mere 
fact that a contract existed between 
the Farmers Company and the Log- 
ging Creek Company cannot operate 
to divest the Commission of jurisdic- 
tion, and as there can be but one legal 
rate for the same class of service ren- 
dered to the same class of subscribers 
under similar conditions, there can be 
no doubt but that the rate of the Farm- 
ers Company was the legal rate. 

The Farmers Company itself has 
recognized that the transfer of the 
Grantsburg exchange made its rates 
lawful when applied to the service for 
the company which had no contract 
with the Wisconsin Company, namely 
31 cents per station per month. Ap- 
proval of the change of ownership by 
the Commission implies, in the ab- 
sence of other direction, the applica- 
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tion of the rates which the purchaser 
has on file. 

The Commission finds that the le- 
gally effective rate to be-charged the 
Logging Creek Telphone Company by 
the Farmers Independent Telephone 
Company for the service of switching 
during the period from October 16, 


1936, to the effective date of its order 
in 2-U-1082 was 31 cents per station 
per month; that the lawful rate effec. 
tive from the effective date of such or- 
der has been and is the rate prescribed 
by that order, namely 41 cents per sta- 
tion per month. 
No order is necessary. 
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Re Fremont Telephone Company 


[2-U-1169.] 


Monopoly and competition, § 84 — Telephone line extension —' Local or toll lines. 


A through telephone line extending to an existing rural line of a company 
serving a number of subscribers and to be connected to a rural line of 
another company is not a toll line which could be constructed without 
Commission authorization under § 196.50(2) of Wisconsin Statutes. 


{February 16, 1938.] 


| Seid against alleged violation of statute by construc- 
tion of telephone line without Commission authorization; 
removal of extension ordered. 


By the Commission: On October 
19, 1937, the Readfield Telephone 
Company complained to the Commis- 
sion that the Fremont Telephone 
Company was constructing a line in 
territory in which the Readfield Com- 
pany was serving in the town of Wolf 
River, Waupaca county, in the neigh- 
borhood of Zittau on U. S. Highway 
110. On the same day, the Larsen 
Telephone Company called attention 
of the Commission to the fact that the 
Fremont Telephone Company had con- 
structed, presumably without Com- 
mission authority, 14 miles of rural 
line in the town of Wolf River. The 
Fremont Company admitted the con- 
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struction had been made without noti- 
fication to the Commission, but insist- 
ed that the line was to be a toll line be- 
tween Larsen and Fremont which did 
not require Commission authorization. 
The Larsen Company did not so un- 
derstand the proposal and, together 
with the Readfield Company, request- 
ed formal Commission. investigation. 

Hearing was held on December 17, 
1937, at Madison before Examiner W. 
A. Anderson. The appearances were: 
For the complainants: Readfield Tele- 
phone Company, by E. J. Walden, At- 
torney, Appleton; Charles Schneider, 
Secretary, Readfield ; and Albert Spie- 
gelberg, Treasurer and Manager, 
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Dale; Larsen Telephone Company, by 
A. H. Moesel, President, Larsen, and 
B. F. Sampson, Assistant Manager, 
Larsen. 

The respondent, Freraont Telephone 
Company, did not enter an appear- 
ance. 

To permit introduction of evidence 
by the respondent, Fremont Company, 
a further hearing was set for January 
25, 1938, but adverse weather condi- 
tions prevented attendance, and the 
hearing was adjourned to and held on 
January 31st before Examiner Ander- 
son. The only appearance at the ad- 
journed hearing was that of the re- 
spondent by George H. Dobbins, its 
president, weather conditions again 
preventing appearance of complain- 
ants. 

The lines of both the Larsen and 
Readfield companies reach Zittau, an 
unincorporated community, at the 
junction of U. S. Highway 110 and a 
north and south county trunk high- 
way, the Readfield Company from the 
south, and the Larsen Company from 
the east. At the junction, the Read- 
field line turns west on U. S. Highway 
110 toward Fremont for a distance of 
one-half mile to serve subscribers. In 
its construction east to Zittau, the 
Fremont Company built parallel to the 
Readfield Company line for approxi- 
mately one-half mile. 

Testimony of the complainant, Lar- 
sen Company, was to the effect that 
Mr. Dobbins of the Fremont Com- 
pany, just prior to the hearing, had 
advised the Larsen Company that the 
purpose of building the line to Zittau 
was to establish a toll line between the 
Larsen and Fremont exchanges with 
connection at Zittau. He asserted that 
benefits would result to both the Lar- 
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sen Company and the Fremont Com- 
pany by use of the line in toll service 
not only to Fremont but to a number 
of other exchanges. The Larsen 
Company, however, did not agree to 
the proposal and continued its objec- 
tion, especially to the installation of a 
public pay station in a building at Zit- 
tau. The Fremont Company, in its 
attempted negotiation with the Larsen 
Company, disavowed any intention of 
connecting subscribers to the line. 
However, the proposal to the Larsen 
Company was to connect an active line 
of the Larsen Company to one of the 
Fremont Company. 

The Readfield Company’s chief 
complaint was that the extension of 
the Fremont Company was built so 
close to the Readfield line that trouble 
had developed on a number of occa- 
sions. A subsequent check of this sit- 
uation by a Commission service en- 
gineer indicated that the construction 
did not meet electrical code require- 
ments. 

Mr. Dobbins has expressed his will- 
ingness to withdraw his company’s 
proposal of connecting with the Lar- 
sen Company at this time. The line 
built extends to an existing rural line 
of the Fremont Company serving a 
number of subscribers, and the testi- 
mony indicates that it was to be con- 
nected to a rural line of the Larsen 
Company. By no process of reason- 
ing can such a through line be consid- 
ered a toll line. 

The Commission finds that the con- 
struction of the line by the Fremont 
Telephone Company in the town of 
Wolf River, Waupaca county, along 
U. S. Highway 110, for a distance 
of 14 miles was in violation of 
22 P.U.R.(N.S.) 
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§ 196.50 (2), and may reasonably rected to remove the extension con- 
be required to be removed within structed on U. S. Highway 110 in the 
sixty days. town of Wolf River, Waupaca coun- 

It is therefore ordered that the Fre- ty, within sixty days after the date of 
mont Company be and hereby is di- this order. 
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Re Northern States Power Company 


[Case No. 3643.] 


Valuation, § 225 — Proposed improvements and additions. 


1. Proposed additions and improvements to be made within a reasonable 
time were included in determining a rate base, p. 367. 


Valuation, § 168 — Charges to capital — Cost of voiding lease. 
2. The cost of voiding an existing lease so that new structures may be 
erected is not a proper addition to a rate base but should be charged to 
operating expenses over the life of the lease, p. 367. 


Return, § 16 — Right to earn — Fair value basis. 


3. The duty of the Commission is to grant to any public utility a rate 
chargeable to its customers that may bring to the utility a fair return on 
the value of the property in addition to the necessary expenses required 
in the operation of its public utility business, a rate which shall not be 
confiscatory, and which shall be fair and reasonable to the customers, p. 


Valuation, § 332 — Going concern value — Additional allowance for. 

4. No arbitrary amount of any size should be added for going value when 
property has been appraised and the fact that the property is in use and 
profitable has necessarily been considered ; if the property is actually worth 
more than its physical value, the increased value is due mostly, if not 
totally, to able management and liberal patronage, and this has already 
been paid for in full by those customers who made that increased value 
possible, p. 368. 


Valuation, § 30 — Determination of rate base — Historical cost — Reproduction 
cost. 

5. Not only historical cost but also cost of reproduction was considered 
in arriving at fair value of public utility property for rate-making purposes, 
p. 370. aa 

Valuation, § 17 — Determination of fair value — Formulas. 
6. Fair value is not a matter of formulas, but there must be a reasonable 
judgment having its basis in a proper consideration of all relevant facts; 
determination of fair value is a determination of what, under all the facts 
and circumstances of the case, is a just and equitable amount on which 
the return allowed to the corporation is computed, p. 370. 
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Valuation, § 30 — Determination of rate base — Weight given to historical and 
reproduction costs. 
7. Historical cost of property should be given greater weight than cost 
of reproduction in determining the rate base, p. 370. 


Depreciation, § 14 — Basis — Historical cost. 


8. Annual depreciation allowance was computed on the historical cost basis, 
p. 370. 


Valuation, § 296 — Cash working capital. 
9. An amount was allowed for cash working capital equivalent to five 
average weeks’ expenses, less items of taxes which need not be paid until 
the year following their accrual, where a company billed its consumers 
on a continuous basis, p. 371. 


Expenses, § 89 — Regulatory Commission expense. 
10. Regulatory Commission expenses which are a nonrecurring item of 
expense should not be considered in projecting expenses in a rate case, 


p. 371. 


Expenses, § 46 — Charitable contributions. 
11. Contributions to charitable organizations and organizations for the 
promotion of social welfare are not chargeable to operating expenses but 
to miscellaneous debits to profit and loss, p. 372. 


Expenses, § 47 — Contributions to business organizations. 

12. Contributions to chambers of commerce and other civic and community 
enterprises designed to stimulate trade and increase population in the 
various communities in which a public utility company operates are charge- 
able to operating expenses if the beneficiary of the donation is bona fide 
principally devoted to an effort reasonably tending to stimulate the sale 
of the company’s products, but otherwise such contributions must be re- 
jected as an operating expense, p. 372. 


Expenses, § 47 — Payments to industrial organizations — Publications — Safety 
council. 

13. Payments to organizations of the industry, trade journals, news serv- 
ices, safety councils, and similar organizations and committees are properly 
chargeable to operating expenses if the proposed contributions tend to 
make available to the utility technical information furthering the sale of 
its products, the efficiency of its service, or economies in operation, but 
otherwise they should be rejected as operating expenses, p. 372. 


Return, § 83 — Combined utilities. 


14. A public utility company operating electric, gas, and steam heat de- 
partments was allowed a return of 6 per cent in fixing rates for each 
department, p. 372. 


[February 21, 1938.] 


eee of electric, gas, and steam heat rates; rate 
revisions ordered. 


¥ 
APPEARANCES: Charles A. Ver- ley, Chief Engineer, and Albert V. 
ret, Commerce Counsel, James H. Wi- Hartl, Chief Accountant, North Da- 
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kota Board of Railroad Commission- 
ers; Hance H. Cleland, of Hagenah & 
Flynn, Chicago, Illinois, and T. D. 
Crocker, Minneapolis, Minnesota, ap- 
pearing for the Northern States Pow- 
er Company; H. C. Corrigan, City 
Commissioner, and C. C. Wattam, 
City Attorney, Fargo, appearing for 
the city of Fargo. 


By the Commission: These pro- 
ceedings were instituted by the Com- 
mission on its own motion for the pur- 
pose of ascertaining, determining, and 
prescribing just and reasonable rates 
for the furnishing of electric, gas, 
and steam heat service to Fargo, West 
Fargo, and Southwest Fargo, North 
Dakota. The appraisals of all prop- 
erties here involved were made by the 
engineering division of this Commis- 
sion. The accounting division of this 
Commission made an examination of 
the records of this company to ascer- 
tain the proper operating revenues and 
expenses. 

The Northern States Power Com- 
pany, Fargo division, formerly oper- 
ated as the Union Light, Heat and 
Power Company, hereinafter referred 
to as the company, is a public utility 
delivering electric service to Fargo, 
West Fargo, Southwest Fargo in 
North Dakota, and several small 
towns in Minnesota; gas service to 
Fargo, North Dakota, and Moorhead, 
Minnesota, steam heat service to Far- 
go, North Dakota. 

Due and proper notice of hearing 
was given to the company and to the 
general public, and hearing was had 
on the 14th and 15th days of Decem- 
ber, 1937, at the courthouse in Fargo, 
North Dakota. 
22 P.U.R.(N.S.) 


Valuation 


In 1935 the Commission under the 
provisions of Chap. 253, Session Laws 
1935, instituted an investigation of 
the company which required the evalu- 
ation of the property used and useful 
in delivering electric, gas, and steam 
heat service to Fargo and West Far- 
go, North Dakota. Upon completion 
the valuations, in summary forms, 
were served upon the company. The 
company agreed to and accepted these 
valuations as being the historical 
costs and the reproduction costs as of 
July 1, 1935, of the property involved 
in that proceeding which is known as 
Commission Case No. 3452. 


For the sake of convenience, the ap- 
praisals made in Case No. 3452 were 
introduced in this case as Commission’s 
Exhibit No. 1. The historical costs, 
as shown in Exhibit No. 1, are 
brought down to October 1, 1937, by 
the addition of net construction addi- 
tions for the period July 1, 1935, to 
October 1, 1937, taken from com- 
pany’s records and is shown as fol- 
lows: 


Net Addi- 
Historical tions July _ Total 
Costasof 1,1935to Historical 
July 1,1935 Oct.1,1937 Cost 
Electric dept. .. . $1,606,953 $56,794 $1,663,747 
ee Ee oe 1,081,923 15,164 1,097,087 
Steam heat dept. 339,512 5,446 344,958 


Total $3,028,388 $77,404 $3,105,792 





The reproduction costs of these 
properties are brought down to Octo- 
ber 1, 1937, by adding to the valua- 
tion of July 1, 1935, first, the increas- 
es in value due to price increases over 
the period July 1, 1935, to October 1, 
1937, and secondly, the net construc- 
tion additions for the period from 
July 1, 1935, to October 1, 1937, and 
are as follows: 
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n 
Reproduction In Value 
Cost as of 
July 1, 1935 
$1,700,156 
1,199,073 

373,531 


Electric dept. 
Cee GN senha ch kN Aa Shieh Seeees 
Sinden ROU ODES 6d cis cactbdvet tees 


Net Total 
Additions Reproduction 
July1,1935 July1,1935 Cost 
to Oct.1,1937 to Oct.1,1937 Obct.1,1935 
$164,801 $56,794 $1,921,751 
134,116 15,164 1,348,353 
422,552 


Increase 





$3,272,760 


Commission’s Exhibit No. 6 consists 
of cost of reproduction less deprecia- 
tion appraisals as of July 1, 1935, of 
the same property as in Exhibit No. 1. 
The following summaries are taken 
from Exhibits No. 1 and No. 6. 

Cost of Cost of 
Reproduction Reproduction 
as 0 Less 
July 1,1935 Depreciation 
Electric dept. ..... $1,700,156 


$1,405,202 
Gane, ncn <ess 1,199,073 


953,384 
Steam heat dept. .. 373,531 295,285 


The per cent condition of the prop- 
erty as a whole is derived from the 
above tabular statement, but in order 
to establish the per cent condition of 
the depreciable property, it is neces- 
sary to deduct real estate values. 

Per Cent Condition 

Total Depreciable 
Property Property 

82.65 82.47 


79.61 79.17 
79.05 79.03 


Electric dept. ........- 
TS ES irc cucu 
Steam heat dept. ...... 


Proposed Additions 


[1, 2] The company adduced evi- 
dence of certain improvements and 
additions which it intends to make 
during the coming year, which im- 
provements are shown in summary 
form on page 12 of Utility’s Exhibit 
D 


The first item of such proposed ad- 
ditions is one of $134,000 composed 
of an estimate of $200,000 for a new 
boiler less an amount of $66,000 for 
the retirement of the old boiler which 
it is to replace. As shown in Exhibit 
No. 1, the boiler plant is allocated be- 
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43,575 5,446 
$342,492 $77,404 $3,692,656 


tween the electric and steam depart- 
ments, so it will be necessary to 
allocate accordingly the cost of this 
new boiler. The demand of the elec- 
tric department has been steadily in- 
creasing and that of the steam heat 
department has remained almost con- 
stant. Because of this condition, the 
allocation ratio has changed. To main- 
tain approximately a correct propor- 
tion between the two departments aft- 
er the new boiler has been added, 
$9,000 of the proposed expenditure 
should be transferred to the steam 
heat department. Agreeable with the 
allocation procedure in Exhibit No. 1, 
the remaining $125,000 to the electric 
department must be allocated between 
Minnesota and South Dakota. This 
leaves $114,250 to the electric depart- 
ment assigned to North Dakota. 

The next item of such proposed ad- 
ditions is $63,500 representing the 
cost of a power plant site. The evi- 
dence shows that the company intends 
to install an additional 5,000-kilowatt 
turbine, which will be hereafter re- 
ferred to, and for the purpose of hous- 
ing this turbine, it intends to lease a 
site on the right of way which is now 
occupied by another lessee. This lease 
of the lessee does not expire for a few 
years to come, and the company claims 
that in order to get the site at this 
time, it will be necessary to build or 
purchase another building to which 
the occupying lessee may be moved, 
and that the cost thereof will be $63,- 
22 P.U.R.(N.S.) 
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500. This item, in fact, represents 
the cost of voiding an existing lease, 
and in our opinion is not a-proper ad- 
dition to a rate base, and it should be 
charged to operating expenses over the 
life of the lease, and not added to the 
capital of the company and to the val- 
ue of its properties, and for that rea- 
son we feel that this item of $63,500 
should be rejected at this time. 

The next item of proposed additions 
shown on Exhibit D, on page 12, con- 
sists of the proposed installation of a 
new 5,000-kilowatt turbine and other 
necessary additions at a cost of $610,- 
000. There was no evidence adduced 
to indicate the certainty of this time of 
expenditure. Had there been some 
direct testimony or copies of contract 
introduced to positively indicate that 
the company was committed to this 
expenditure within a reasonable time, 
the Commission would have had be- 
fore it some tangible evidence on 


which to base an opinion and definite- 
ly decide whether or not such item 
should be allowed in these rate-making 


proceedings. We shall assume, how- 
ever, that part, at least, of this amount 
will be used by the company in the 
very near future, and to permit the 
company to meet payment of interest 
on such part of said expenditure as it 
may make within a reasonable time, 
we are allowing an additional sum of 
$30,000 which it may collect from its 
customers of the electric department 
annually to meet necessary interest on 
capital invested during the progress 
of said improvement work, but this ad- 
ditional $30,000 allowed to be collect- 
ed from its electric department custom- 
ers must be deposited and retained in 
a reserve fund to be expended as and 
when permitted by the Commission. 


22 P.U.R.(N.S.) 


The next item of proposed additions 
shown on the same exhibit consists of 
an amount of $45,000 for distriby- 
tion extensions for the electric de. 
partment. The annual reports of this 
company show that for the last ten 
years the average amount spent for 
distribution extensions has been ap- 
proximately $20,000. It is apparent 
that the company contemplates quite 
extensive extensions in the near fu- 
ture and, more particularly, for the 
year 1938, but we feel that the esti- 
mated amount of $45,000 is somewhat 
larger than can reasonably be expect- 
ed to be expended for that purpose in 
1938, and for that reason, we are in- 
creasing the normal amount of. $20,- 
000 by 50 per cent and allow it at an 
even sum of $30,000 for distribution 
extensions. 

The last item of proposed additions 
as shown in that exhibit consists of a 
sum of $11,000 for miscellaneous ex- 
penses, and this amount is allowed in 
the sum asked for. 


Going Concern Value 


[8, 4] At the hearing the com- 
pany asked that it be made an allow- 
ance of $250,000 for going concern 
value. In support of its contention 
for such allowance, the company has 
filed as part of the record a statement 
setting forth arguments, which might 
have been proper if the question of 
purchase of the property of this com- 
pany were here involved. 

It is true that there are some deci- 
sions recognizing the right of the rate- 
making authority to consider as an 
allowance a reasonable amount to the 
utility for going concern value in rate- 
making cases, but we believe that the 
weight of authority is, as stated in 
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Galveston Electric Co. v. Galvestog, 
258 U. S. 388, 66 L. ed. 678, P.U.R. 
1922D, 159, 167, 42 S. Ct. 351, that 
“going concern value is not 
to be included in the base value for the 
purpose of determining whether a 
rate is confiscatory.” The duty of 
this Commission, under our statute, is 
to grant to any public utility a rate 
chargeable to its customers that may 
bring to the utility a fair return on the 
value of the property in addition to 
the necessary expenses required in the 
operation of its public utility business, 
arate which shall not be confiscatory, 
and which shall be fair and reasonable 
to the customers. 

When this property was appraised 
by our engineers and those of the com- 
pany, the fact that this property was 
in use and profitable was necessarily 
considered by them, otherwise certain 
items would have been valued at much 
less and the property would have been 
depreciated to a greater extent so that 
indirectly the so-called going concern 
value was given the consideration to 
which it was entitled, but we are un- 
able to agree with the witnesses of the 
company, that in addition to the con- 
sideration which the engineers gave to 
that property as an element of value 
because of its profitable use, there 
should now be added an arbitrary 
amount of any size. If this property 
is today worth $250,000 more than 
its actual physical value because it is 
in use in a profitable business, this in- 
creased value, if in fact it exists, is 
due, mostly if not totally, to its able 
management and liberal patronage giv- 
en to the company by its customers, 
and this has already been paid for in 
full by those customers who made that 
increased value possible. The direct 
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cause of this increased value is the 
patronage that this company has been 
favored with, and we can see no rea- 
sonable ground why, for the purposes 
of these proceedings, which are ex- 
clusively rate making, the patrons of 
this company should be compelled to 
pay to the company any return on the 
patronage which they have granted it 
and for which they have already paid 
more than a reasonable compensation, 
as it must be borne in mind that the 
records of the company filed with this 
Commission show that for many years 
past the patrons of this utility have 
paid rates for service far in excess of 
rates that would have been necessary 
to bring to the utility a reasonable re- 
turn on its properties and investments. 
Exhibit 8, compiled from reports of 
this utility to this Board, shows that 
the rate of return to this utility before 
depreciation upon its investment in the 
electric and gas departments was as 
follows for the period extending from 
1922 to 1936, to wit: 


Elec, 
Dept. 
31.2% 
15.3% 
27.2% 
32.1% 
33.1% 
26.3% 
29.2% 
27.8% 


Gas 
Dept. 
14.3% 


Elec. 
Year Dept. 
1930 24.2% 
1931 25.9% 
1932 24.6% 
1933 22.5% 
1934 21.5% 
1935 23.2% 
1936 198% 


Year 
1922 
1923 
1924 
1925 


13.6% 
12.8% 


1929 


Actually, the rate of return for the 
electric department was greater than 
shown in the above statement, as part 
of the boiler plant investment includ- 
ed in the electric department invest- 
ment should properly be allocated to 
the steam department, which last de- 
partment has been operated consistent- 
ly at a loss for the past few years. 
Further, the above annual rates of re- 
turn were obtained notwithstanding 
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various rate reductions in those two 
departments over the same period. 


Fair V alue 


[5,6] To arrive at the fair value 
of the properties here involved for 
rate-making purposes, we have con- 
sidered not only the historical cost, but 
also the cost of reproduction. The 
definition of the term “fair value” in 
cases of this kind is one that has never 
been found, and as stated in Minne- 
sota Rate Cases (1913) 230 U. S. 
352, 434, 57 L. ed. 1511, 33 S. Ct. 
729, 48 L.R.A.(N.S.) 1151, Ann. Cas 
1916A, 18: “It is not a matter of 
formulas, but there must be a reason- 
able judgment, having its basis in a 
proper consideration of all relevant 
facts,” and as also stated in another 
case, “It is a determination of what, 
under all the facts and circumstances 
of the case, is a just and equitable 
amount on which the return allowed to 
the corporation is computed.” 

[7] On this question of valuation 
this Commission has consistently fol- 
lowed the Smyth v. Ames (1898) 169 
U. S. 466, 42 L. ed. 819, 18 S. Ct. 
418, decision, requiring that historical 
cost and cost of reproduction be con- 
sidered and given due weight, but ad- 
hering to the precedent of this Com- 


Historical 


NE NU, 5 os-i si eeaecineweawenn-s 
Gas dept. 
Se ee ree Peer 


mission, we feel that the historical cost 
of the property of this utility should 
be given a greater weight than the cost 
of reproduction, and in this decision 
we have weighed them together, giving 
to each such weight as in our judg- 
22 P.U.R.(N.S.) 


ment was necessary to arrive at ; 
proper and fair conclusion, consider. 
ing all of the facts and circumstancy 
disclosed by the evidence, all of which 
was given due consideration. We 
find, therefore, based on the evidene 
adduced, that the fair value of the 
property is as follows: 

POE COE oo 0 axccsoevnnkenene $1,750,00 


Gas dept. 
Steam heat Beots ois hoe Gas 


Depreciation 


[8] On the record it was stipulated 
between the Commission and the com. 
pany that the annual depreciation ex. 
pense allowance should be as follows: 
Four per cent for the electric depart- 
ment, three per cent for the gas de- 
partment, and three and one-half per 
cent for the steam heat department, 
This total annual depreciation expense 
allowance will be computed on the his- 
torical cost basis. 

The accrued depreciation is prop- 
erly determined from the historical 
cost valuation. From Commission's 
Exhibit No. 6 we are able to find the 
per cent condition and hence the per 
cent of total depreciation of all the 
depreciable property. The procedure 
and amounts for accrued depreciation 
are as follows: 

Per Cent 


Per Cent Total 

Condition Depreciation 
82.53 17.47 $288,643 
79.17 20.83 224,490 
79.03 20.97 72,271 


Materials and Supplies 


Accrued 
Depreciation 


For materials and supplies which 
the company may be entitled to charge 
for rate-making purposes, we have 
adopted as correct and reasonable the 
amounts for each department which 
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the company asked for, as shown in 
Exhibit “C,” as follows: For the 
dectric department, $27,880; for the 
gas department, $16,418; and for 
the steam heat department, $9,557. 
The respective amounts appear to us 
to be fair and reasonable under the 
record. 


Cash Working Capital 


[9] Since this company bills its 
customers on what is known as a “con- 
tinuous” basis, we have allowed as 
cash working capital five average 
weeks’ expenses, less such items of 
taxes, which need not be paid until the 
year following their accrual. This 
method of working capital allowance 
in rate-making proceedings appears to 
us fair and warrantable, and results in 
the allowance of a cash working capi- 
tal of $37,000 for the electric depart- 


ment; of $15,000 for the gas depart- 
ment; and $10,000 for the steam heat 
department. 


Rate Base 


The rate base will be set up herein 
by departments showing the necessary 
items to be included. 


Electric Department: 
Fair value $1,750,000 


288,643 


1,461,357 
155,250 
27,880 
37,000 


$1,681,487 


Proposed additions 
Materials and supplies 
Cash working capital 


Rate base 


Gas Department: 
Fair value $1,180,000 


24,490 

955,510 
Materials and supplies 
h working capital 


Rate base 


Sieam Heat Department: 
Fair value 
Accrued depreciation 


Proposed additions 
Materials and supplies 
Cash working capital 


Expenses 


The record contains exhibits show- 
ing operating expenses of all depart- 
ments for a period of fifteen years and 
ten months to October 31, 1937. Also 
contained in these exhibits are items of 
a statistical nature tending to analyze 
the company’s operations. For the 
purpose of this case we will take the 
operating expenses for the twelve 
months ending October 31, 1937, with 
such adjustments as appear necessary. 

Several factors will tend to increase 
operating expenses during the coming 
year. A study of past operations sub- 
stantiated by the testimony would indi- 
cate that an additional 1,400,000 kilo- 
watt hours will have to be generated 
within the period. Allowance will be 
made for the expenses incident to this 
additional generation. The company 
must further provide for a substantial 
increase in labor costs during the com- 
ing year. Allowance is made for such 
additional expense. Fuel costs have 
been computed after taking into full 
consideration increased consumption ; 
additional handling charges and com- 
parative costs. 

As a result of this order income tax- 
es and electric franchise tax will be 
reduced from the amount estimated in 
Exhibit “D,” but the entire amount of 
tax expense will be substantially great- 
er during the next year than shown in 
Exhibit No. 7. 

[10] There are also existent, in 
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this case, factors which will tend to 
decrease operating expenses. Regu- 
latory Commission expenses of $12,- 
229.69 shown in Exhibit No. 7 are a 
nonrecurring item of expense and as 
such will not be considered in project- 
ing expenses. No evidence was intro- 
duced to justify the entire amount of 
legal expense amounting to $8,476.01. 
In our judgment we feel that the sum 
of $3,000 should be sufficient to cov- 
er the ordinary legal expenses incurred 
in connection with the North Dakota 
properties. 

[11-13] On page 26 of said Ex- 
hibit No. 7 are listed certain items 
charged to operating expenses on the 
designation of dues and donations, 
amounting in all to $4,638.94. They 
include contributions to professional 
organizations duly related to public 
utilities and to other social and welfare 
organizations. In our opinion, some, 
but not all, of those items are properly 
chargeable to operating expenses. The 
rule which appears fair and reasonable 
governing the allowance of dues and 
donations as proper operating ex- 
penses is well expressed in the sylla- 
bus of the decision of the Oregon 
Public Utilities Commission, in Re 
Northwestern Electric Co. (1935) 11 
P.U.R.(N.S.) 227, as follows: 

“Contributions to charitable organi- 
zations and organizations for the pro- 
motion of social welfare are not 
chargeable to operating expenses, but 
to miscellaneous debits to profit and 
loss ; contributions to chambers of com- 
merce and other civic and community 
enterprises designed to stimulate trade 
and increase population in the various 
communities in which a public utility 
company operates are chargeable to 
operating expenses if the beneficiary 
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of the donation is bona fide principal. 
ly devoted to an effort reaso 
tending to stimulate the sale of the 
company’s products, but otherwise such 
contributions must be rejected; and 
payments to organizations of the in. 
dustry, trade journals, news services, 
safety councils, and similar organiza- 
tions and committees are properly 
chargeable to operating expenses if the 
proposed contributions tend to make 
available to the utility technical infor. 
mation furthering the sale of its prod- 
ucts, the efficiency of its service, or 
economies in operation, but otherwise 
they should be rejected as operating 
expenses.” 

This rule is sustained by many de- 
cisions of other Public Service Com- 
missions, and we feel that it should be 
applied in this instance, and, accord- 
ingly, we have allowed as_ proper 
charges to operating expenses a total 
sum of $3,000 for dues and donations 
for the purposes listed on page 26 of 
the exhibit mentioned. We have allo- 
cated the same to the different depart- 
ments in the same manner that similar 
allocation of other expenses was made. 

After making the above adjustments 
we find that the proper operating ex- 
penses for each department will be as 
follows : 


193,724 
115,039 


Rate of Return 


[14] From a study of the present 
money market, the yield on corporate 
bonds and stocks, the yield ‘on govern- 
ment bonds, and interest rates in the 
utility field, it appears that a 6 per 
cent return is adequate, and we will, 
therefore, allow approximately a 6 per 
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cent return on the rate base shown departments must be adjusted to a lev- 
herein, and it follows that on the above el that will be fair and reasonable to 
basis the total revenue requirement of both the company and its customers. 
each of the departments of this utility 
to produce the above rate of return is 
as follows : 


Epitor’s Note. The Commission on 
March 7, 1938, by supplemental order 
ia found that by inadvertence it had failed 

Electric Gas Heat to make proper allowance in the operat- 

Operating expenses $465,451 $193,724 $115,039 ing expenses for yearly amortization of 
gy """ 490'89 $0216 18377 the sum of $58,039 representing an 
Total Revenue allocated part of the cost of power plant 
Requirement .. $638,639 $285,272 $145,793 site, which sum when amortized over a 


On the basis of such anticipated period of twenty years would amount 
revenue requirement we find that if Y°*" ly to the sum of $4,555.50, which 
the present rates are continued the might properly be added = allowable 
dectric department may be expected operating expenses. The Board modi- 


, fied its order accordingly and also pro- 
to produce excess earnings and the gas vided that all schedules of rates and 


and steam heat departments may be tariffs not changed or amended should 
expected to have deficient earnings. remain in full force and effect. An ap- 
These excess earnings in one depart- plication for stay and reconsideration 
ment and deficient earnings in other of the order was otherwise denied. 








UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


Lone Star Gas Company 


City of Fort Worth et al. 


[No. 8257.] 
(93 F. (2d) 584.) 


Appeal and review, § 28 — Master’s report — Conclusiveness. 
1. A master’s report is not unassailable when the reference does not appear 
to have been by consent of both parties to an agreed master; but if it had 
been it would, under the new Equity Rule 614, 28 USCA following § 723, 
be only advisory, p. 374. 


Appeal and review, § 25 — Scope of review — Consideration of evidence. 
2. The circuit court of appeals, in reviewing a judgment based upon a 
master’s report, is free to consider the evidence de novo when there is no 
question of the truthfulness of witnesses, but only of the weight of their 
expert opinions, p. 374. 
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Service, § 361 — Natural gas — Validity of ordinance — Quality of gas ~ 


Pressure. 
3. Sections of a municipal ordinance requiring that natural gas contain not 
less than 1,000 B.t.u. per cubic foot at a stated pressure and temperature, 
and that ordinarily it be delivered at the meters at a pressure of not les 
than 4 nor more than 8 ounces above atmospheric pressure, were sustained 
as both reasonable and constitutional regulations, p. 374. 


Service, § 361 — Natural gas — Prohibition of natural gas dilution — Uncon. 
stitutionality. 

4. A prohibition by city ordinance against dilution of natural gas by the 
addition of air or nitrogen was held to be unreasonable, and to a degree 
that rendered it also arbitrary and in violation of the Fourteenth Amend. 
ment, where such dilution was in accordance with a practice followed for 
over ten years without protest, involving a large investment, where the 
evidence showed that some dilution was desirable, where a higher percent- 
age of nitrogen was contained in some natural gas being used through inter- 
change, and where the Commission had taken cognizance of the practice 
in fixing gas rates, p. 374. 


[December 9, 1937. Rehearing denied January 15, 1938.] 


Grea from judgment denying relief and dismissing a bill 

by a natural gas distributing utility seeking to enjoin a 

municipal ordinance fixing standards for fuel gas and prohibit- 

ing dilution; judgment reversed. For lower court decision, 
see 15 F, Supp. 171. 


¥ 


APPEARANCES: Ogden K. Shan- controversy, though the conclusions to 


be drawn are. The master’s report is 


non, of Fort Worth, Tex., and Roy 
C. Coffee and Marshall Newcomb, 
both of Dallas, Tex., for appellant; 
R. E. Rouer and Geo. C. Kemble, both 
of Forth Worth, Tex., for appellees. 
Before Sibley and Holmes, Circuit 
Judges, and Strum, District Judge. 


S1BLEY, Circuit Judge: Lone Star 
Gas Company sought to enjoin, as con- 
trary to the Fourteenth Amendment 
of the Constitution, an ordinance of 
the city of Fort Worth which fixed 
standards for fuel gas sold within the 
city and prohibited dilution of it. The 
cause was referred to a master, whose 
report was in the main upheld by the 
district judge, who denied relief and 
dismissed the bill. 

[1,2] The facts are not in serious 
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not unassailable as is argued. The 
reference does not appear to have been 
by consent of both parties to an agreed 
master, but if it had been it would ur- 
der the new Equity Rule 614, 28 US 
CA following § 723, be only advisory. 
The district judge appears to have felt 
himself overmuch bound by it. Since 
there is really no question of the 
truthfulness of witnesses, but only of 
the weight of their expert opinions, 
we are quite free to consider the evi- 
dence de novo. 

[3,4] It appears that the gas com- 
pany owns extensive pipe lines in 
Texas and Oklahoma and _ supplies 
fuel gas to numerous towns and cities, 
including Forth Worth and Dallas, 
Tex. In Forth Worth alone does it 
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retail gas. There it has a long-estab- 
lished business. Prior to 1923 it sup- 
plied the city with gas from Oklahoma 
and Texas fields to the east and north. 
In that year it sought further sup- 
plies in West Texas, both from dry 
oil wells and casinghead gas saved 
from active oil wells. This gas is of 
much higher heat content than the 
others, but is variable and gave some 
trouble in the effort to use it, so that 
in 1924 at a cost of about $500,000 
what is known as the Joshua plant was 
established at which nitrogen gotten 
from the air was mixed with the gas 
so as to reduce and render more con- 
stant the heat content. The process 
was a new one and not used elsewhere. 
The gas from West Texas was thus 
“stabilized”’ at a little over 1,000 B.T.U. 
per cubic foot, and then carried on to 
Dallas and Fort Worth, and some 
smaller towns. At Fort Worth gases 
from the north and east continued to 


be used, the mixture of them having 
about the same richness, but was in- 
troduced at a gate to the north while 
the gas from Joshua was used at that 
gate and also at two others to the east 


of the city. Ten years later in 1934, 
it having appeared that the nitrogen 
introduced at Joshua had been in- 
creased from an average of 9 per cent 
to an average of 19 per cent, so that 
hundreds of millions of cubic feet of 
nitrogen per year were being fed 
through the meters and paid for as 
gas, a great discontent arose at Fort 
Worth. The gas company explains 
that the richness of the gas to be treat- 
ed had increased, and that the quality 
of the mixture had only been held 
constant. There was also some com- 
plaint, not made very specific, that ill- 
nesses and a few deaths had been 
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caused in Fort Worth by gas. ‘Dallas 
and Fort Worth joined in having men 
from the United States Bureau of 
Standards make elaborate experi- 
ments with the various gases fur- 
nished and their respective behavior 
in heating apparatus and their efficien- 
cy. An elaborate report was made. 
Dallas took no action, but Fort Worth 
passed an ordinance in 1934, modified 
and superseded in 1935 by that before 
us. The ordinance makes no legisla- 
tive findings and recitals, but in § 1 
requires that only natural fuel gas be 
furnished and distributed in the city, 
of the quality and character produced 
by nature in the oil and gas fields ; that 
helium, sulphur, gasoline, oil, vapors, 
propane, and butane may be extracted ; 
but no air or the elements of air from 
which the oxygen had been extracted 
shall be added, except what is unavoid- 
able in producing the gas at the wells. 
Section 2 requires that the gas shall 
contain not less than 1,000 B.T.U. per 
cubic foot at a stated pressure and 
temperature. Section 3 deals with 
delivery at higher pressures by agree- 
ment; but § 4 requires that ordinarily 
it be delivered at the meters at a pres- 
sure of not less than four nor more 
than eight ounces above atmospheric 
pressure. Section 5 declares that if 
any part of the ordinance be found in- 
valid or inoperative or void, the bal- 
ance shall stand. Section 6 repeals 
conflicting ordinances, and § 7 fixes 
penalties for violations. 

The gas company attacks the ordi- 
nance, and particularly §§ 1 and 4, as 
arbitrary, depriving it of its estab- 
lished business and the value of its in- 
vestments at Joshua and Fort Worth 
without due process of law, interfer- 
ing with a lawful and harmless and 
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indeed necessary and useful treatment 
of its merchandise without any good 
reason. The city asserts its charter 
power to fix the quality of the gas 
and the service in connection with it, 
and insists that the prohibition of dilu- 
tion in § 1 is needful for the health 
and safety of the citizens. The master 
found that the diluted gas had some 
tendency to “lift” from the burners 
and possibly form carbon monoxide, 
but that this was insignificant, and not 
enough to prevent it being a gas which 
gives safe and satisfactory service in 
cities where it is the only gas supplied. 
He found a more serious trouble in 
the effort to use the gas from Joshua 
interchangeably with the other gases 
in the same burners at Fort Worth, 
since there was a difference in specific 
gravity, which he thought would re- 
quire a change in the adjustment of 
the burners. He thought the undilut- 


ed West Texas gas would interchange 
better, but he found that the best in- 
terchange would be secured if the 
West Texas gas was diluted with only 
4 or 5 per cent of nitrogen instead of 


19 per cent. In this he followed the 
opinion of the Bureau of Standards 
men. He sustained the ordinance fi- 
nally in its total prohibition of dilu- 
tion on the ground that daily varia- 
tions in the West Texas gas made 
scientific accuracy in dilution imprac- 
ticable, and that the difficulty of su- 
pervision made it reasonable to forbid 
dilution entirely. The district judge 
did not uphold the master as to the im- 
practicability of accurate dilution, but 
upheld his last conclusion that more 
satisfactory and safer service would 
result from compliance with the ordi- 
nance. 

The city of Fort Worth, under Art. 
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1175, Vernon’s Ann. Civ. Stats. Tex, 
has power: “To determine, fix, and 
regulate the charges, fares, or rates of 
any person, firm, or corporation en- 
joying or that may enjoy the fran. 
chise or exercising any other public 
privilege in said city and to prescribe 
the kind of service to be furnished,” 
Its charter enables it in respect of pub- 
lic utility franchises “To establish rea- 
sonable standards of service and quali- 
ty of products and prevent unjust dis- 
crimination in service or rates,” and 
“To impose other reasonable regula- 
tions conducive to the safety, welfare, 
and accommodation of the public.” 
The attacked ordinance, if reasonable, 
is within the power granted. If, how- 
ever, it takes property, including es- 
tablished business, without due proc- 
ess of law, that is, arbitrarily, it is 
unconstitutional legislation, in addi- 
tion to being unreasonable under the 
charter. 

The sections which fix the qual- 
ity of the gas in thermal units, and 
the pressure at which it shall be de- 
livered for use, are plainly both rea- 
sonable and constitutional regulations. 
They require no more than the gas 
company has been endeavoring to 
do in the past. It complains of the 
pressure requirement at the meters be- 
cause many of the meters are on serv- 
ice lines owned by the patrons, whose 
size or length may reduce the pressure 
though sufficient when the gas leaves 
the pipes of the gas company. The 
possibility of cases arising in which 
pressure failure should not reasonably 
be punished as the gas company’s 
fault does not condemn the ordinance, 
but may be dealt with when that emer- 
gency arises. The ordinance itself 
provides that the ascertainment that 
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any section or part thereof is either in- 
valid or inoperative shall not affect 
the remainder. 

Section 1 we think is unreasonable, 
and to a degree that renders it also 
arbitrary and in violation of the Four- 
teenth Amendment. Despite the gen- 
erality of its terms it applies only to 
the Lone Star Gas Company, which 
alone has a franchise to supply gas in 
Fort Worth. It is not put forward as 
an original regulation of the service, 
but as a prohibition of the continuance 
of a practice which had endured with- 
out protest for ten years, and had in- 
volved a large investment. The addi- 
tion of air or nitrogen to the gas is 
not forbidden because either is direct- 
ly harmful to health ; they are breathed 
continually. Nitrogen is present in 
different quantities in all natural gas. 
That from Petrolia, which from the 
beginning has been a factor in the 


Fort Worth supply, has as much as 40 
per cent nitrogen, but is not com- 
plained of and can be used under the 


ordinance. Five or 6 per cent nitro- 
gen on the average is naturally pres- 
ent in the West Texas gas. So far as 
health and service are concerned, the 
master is right in his conclusion that 
the objection to the Joshua gas must 
rest on its being overdiluted for inter- 
change with the gases from other 
sources used at Fort Worth. The evi- 
dence abundantly establishes that gas- 
es with a wide range of thermal units 
can be satisfactorily used by adjusting 
the burners for each. But the adjust- 
ment being made for a rich gas, if a 
poorer one is supplied, ignition is diffi- 
cult and the flame may go out, allow- 
ing unburned gas to escape and pro- 
ducing a liability to explosions. If the 
adjustment is for a poor gas and a 
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rich one is supplied, the flame will be 
yellow, may smoke, or the combustion 
may be incomplete so that poisonous 
carbon monoxide is produced instead 
of the usual carbon dioxide. The old- 
er gas supplies from the north and 
east are insufficient for the city of 
Fort Worth, and the gas from Joshua 
has to be used in varying quantities to 
supplement or replace the other gases. 
At one time the use of the Joshua gas 
has risen to 100 per cent. The burn- 
ers within the city must burn now one 
gas and then another. The gas com- 
pany has gone on the theory that it 
was only necessary to keep the gases at 
about the same richness in thermal 
units, and this it has done. It may be 
noted that this content of thermal 
units is the only element dealt with in 
the standard fixed by the ordinance. 
But the witnesses for the city say the 
specific gravity of the gases is also 
important, and that of the Joshua gas 
is increased by the addition of too 
much nitrogen. They say that the 
best interchange would be attained, 
not by adding no nitrogen, but by add- 
ing 4 or 5 per cent. And it is testified 
that the addition of air would be bet- 
ter than nitrogen. The gas company, 
however, contends that air pockets 
might make a burning or even explo- 
sive mixture in the mains and the 
inert nitrogen is safer. But the ordi- 
nance prohibits either air or nitrogen. 
Since all the evidence is that some 
dilution of the West Texas gas, which 
must be used in part at Fort Worth, is 
desirable, some collateral reason other 
than safe and satisfactory service must 
be sought for prohibiting it altogether. 
One reason that suggests itself is the 
fraud of adulteration; the selling of 
vast amounts of almost costless nitro- 
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gen as gas. This very likely has led 
to the feeling manifested in the record. 
But it cannot be regarded as a fraud, 
because openly done, and partly for 
the purpose of making the West Texas 
gas interchangeable with the other gas 
at Fort Worth. The only value in 
fuel gas lies in its thermal units, and 
when the stipulated units are fur- 
nished it ought to make no real differ- 
ence whether the remainder of the gas 
is dilution natural or artificial. If di- 
lution is carried too far, the reason- 
able remedy is regulation, not prohibi- 
tion. And it must be remembered that 
if there is profit to the gas company 
in introducing the nitrogen, the pa- 
trons have the benefit of it in the rates 
fixed. The evidence is that the Rail- 
road Commission has taken cogni- 
zance of the Joshua plant in fixing gas 
rates elsewhere, and that Fort Worth 
is now engaged in revising its gas 
rates. 

The master sought to justify the 
prohibition on the idea that supervi- 
sion of regulation might be difficult. 
His idea was adopted by the city in an 
amendment of its answer; but as an 
afterthought, and it is supported by 
no evidence. The evidence is that 
calorimeters, showing the content of 
the gas, continuously operate on it as 
it reaches Joshua, to ascertain what 
amount of nitrogen should be added; 
and again as it leaves Joshua to see 
that the content is as intended. Calo- 
rimeters are also installed by the gas 
company for each source of supply at 
Fort Worth. They are all observable 
by the city officials. The city itself 
maintains a calorimeter in the city 
hall, continuously checking the gas 
there, and the city chemist checks it 
also with chemical tests from time to 
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time. Supervision is not only easy, 
but is actually carried on, and must 
be to enforce the regulation in § 2 
No representative of the city pretends 
that there would be any great difficulty 
in supervising the nitrogen content of 
the gas, if it should be limited. 

It may be that pipe lines, mains, and 
meters could be built and rearranged 
so as to furnish West Texas gas un- 
diluted to part of the city and other 
gas to the rest, without interchange. 
This would not only entail great ex- 
pense to the gas company, but would 
probably result in different rates for 
the differing gases, and in embarrass- 
ment if one supply or the other ran 
low. Though parties, no member of 
the city government testifies to explain 
the real purpose of the prohibition or 
the reasonableness of it. The pre- 
sumption is of course in favor of leg- 
islative action of all grades, and the 
burden is on one who attacks an ordi- 
nance which is within the general pow- 
er of a city to show its unreasonable- 
ness. We are of opinion that the evi- 
dence here sustains the burden, and 
shows an interference with an estab- 
lished business and plant by prohibi- 
tion when regulation would answer, 
so unreasonable as to be contrary to 
the charter power, and a taking of 
property without due process of law. 
That the police power must be exer- 
ciséd reasonably and within the limits 
of public necessity when individuals 
will be injuriously affected is well es- 
tablished. Weaver v. Palmer Bros. 
Co. (1926) 270 U. S. 402, 70 L. ed. 
654, 46 S. Ct. 320; Adams v. Tanner 
(1917) 244 U. S. 590, 61 L. ed. 1336, 
37 S. Ct. 662, L.R.A.1917F, 1163, 
Ann. Cas. 1917D, 973 ; People’s Petro- 
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leum Producers v. Sterling (1932) 60 
F, (2d) 1041; Hulen v. Corsicana 
(1933) 65 F. (2d) 969; People v. 
Weiner (1915) 271 Ill. 74, 110 N. 
E. 870, L.R.A.1916C, 775, Ann. Cas. 
1917C, 1065. The enforcement of 
§ 1 ought to be enjoined, without 


prejudice to the enactment of such 
reasonable regulations touching the 
addition of air or nitrogen as the city 
may find necessary. The remainder 
of the ordinance stands, 

The judgment is reversed, with di- 
rection to enter a decree accordingly. 





NEW YORK SUPREME COURT, SPECIAL TERM, ALBANY COUNTY 


Penn-York Natural Gas Corporation 


Mis R Mati od 


(164 Misc. 569, 299 N. Y. Supp. 1004.) 


Appeal and review, § 13 — Proper court — Issue of law. 

1. A Commission order denying approval of the exercise of franchises to 
construct a gas line may be reviewed by the special term of supreme court 
and the issue need not be transferred to the appellate division when no 
triable issue of fact is presented and the competency and value of the 
proof adduced in support of the determination made by the Commission 
are neither challenged nor sought to be reviewed; the special term is re- 
quired to dispose of the cause on the merits, p. 382. 


Gas, § 1 — Business corporation as gas corporation. 
2. A foreign business corporation engaged in the interstate transportation 
of natural gas by means of a pipe line is a “gas corporation” operating a 
“sas plant” within the meaning of Public Service Law, § 2, subd. 10 and 
11, p. 382. 


Certificates of convenience and necessity, § 48 — When required — Construction 
of gas lines — Business corporation. 

3. A foreign business corporation which is a “gas corporation” within the 
meaning of Public Service Law, § 2, subd. 10 and 11, can neither begin 
the construction of a gas plant nor exercise any right or privilege under 
any franchise granted to it without first having obtained the permission 
and approval of the Public Service Commission. Public Service Law, § 68, 
p. 382. 


Commissions, § 41 — Jurisdiction — Foreign business corporation — Construc- 
tion — Exercise of rights. 

4. The Commission has jurisdiction over that branch of the corporate ac- 
tivity of a foreign business corporation which is devoted to the construc- 
tion of a gas plant and the exercise, as a gas corporation, of rights or 
privileges under a franchise, whatever may be the infirmities of the general 
jurisdiction of the Commission over the corporation as a business corpora- 
tion not engaged in service as a public utility, p. 382. 
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Franchises, § 2 — Nature of rights granted — Gas lines under public highways, 


5. The permanent nature of natural gas pipe lines under public streets and 
highways and the continuous use in which they are employed render the 
permissive right to enjoy them a franchise within the fair intendment of 
Public Service Law, § 68, relating to Commission authority to exercise 
any rights or privileges under any franchise granted by public authorities; 
and local consents for such construction are not mere permits for temporary 
or extraordinary uses of public property, p. 383. 


Certificates of convenience and necessity, § 67 — Local consent — Pipe-line con- 
struction by business corporation. 


6. A foreign business corporation which is a “gas corporation” within the 
definition of the Public Service Law may, under the provisions of Public 
Service Law, § 68, obtain consents of local authorities as a proceeding pre- 
liminary to an application for approval by the Commission of either the 
construction of a gas plant or the exercise of the privilege of a franchise, 
p. 383. 


Franchises, § 13 — Jurisdiction of Commissions — Sufficiency of local consent. 


7. The Public Service Commission cannot determine the question of the 
sufficiency of local consents granted to a business corporation for the con- 
struction of natural gas pipe lines unless it has jurisdiction of the cor- 
poration, p. 384. 


Highways and streets, § 5 — Permission to use. 


8. Permission to use the public property in state and county highways, 
when granted by the proper state or county officials, is wholly unhampered 
by any suggestion in the law that the use must be in the exercise of a 
public service, p. 385. 


Appeal and review, § 67 — Determination — Action on Commission’s denial of 
authority. 

9. An order of the Commission denying an application for approval of 
consents of local authorities to use the public streets and highways for con- 
struction of natural gas pipe lines, erroneously based on the ground that 
the corporation is not entitled to receive or exercise such consents, should 
be set aside, but the Commission should not be required to approve the 
franchises but only to determine the question whether a right or franchise 
is necessary or convenient for the public service, p. 385. 


Interstate commerce, § 28 — Burden on commerce — Regulation by state Com- 
mission — Construction of pipe line. , 


10. Exercise by a state Commission of the power to determine whether a 
foreign business corporation should be permitted to exercise franchise rights 
to construct pipe lines under public highways, under consents of local au- 
thorities, for interstate transportation of natural gas places no burden on 
interstate commerce when the corporation is treated in precisely the same 
— as a similar gas corporation engaged in intrastate commerce, p. 
85. 


Franchises, § 1 — Definition. 


Definition of franchise as a special privilege conferred by government on 
individuals and which does not belong to the citizens of a country generally 
by common right, p. 383. 


22 P.U.R.(N.S.) 380 





— eo 


a ee ee | 


PENN-YORK NATURAL GAS CORP. v. MALTBIE 


Franchises, § 7 — Powers of state and local authorities. 
Statement that the power to grant a franchise for a special use of a public 
street or highway resides in the state and that it is exercised usually through 
delegation of the power to local authorities, p. 383. 


Service, § 118 — Duty to serve — Franchise obligations. 
Statement that the duty to serve the public goes hand in hand with the 
privilege of exercising a special franchise by the occupation of the public 
highways, but that the relationship between the duty and the privilege is 
not fully interdependent, where there is an express delegation of power to 
grant the franchise on the one hand, and an ultimate public benefit to be 


obtained on the other, p. 383. 


[October 25, 1937.] 


Ror of Commission order denying right to exercise con- 
sents of local authorities to use the public streets and high- 
ways for construction of natural gas pipe lines by a foreign 
business corporation; order set aside and Commission required 


to determine question of public necessity or convenience. 


For 


Commission decision, see 18 P.U.R.(N.S.) 339. 


APPEARANCES: John Howell, of 
Buffalo (Frueauff, Burns, O’Brien & 
Ruch, of New York city, Herzog and 
Nichols, of Albany, and James P. 


Farrell and Joseph A. Burdeau, both 
of New York city, of counsel), for 
petitioner ; Gay H. Brown, of Albany, 
for Public Service Commission. 


BerGAN, J.: The petitioner is a 
Pennsylvania business corporation. 
It is engaged in the transportation of 
natural gas by means of a pipe line 
from Pennsylvania to New York. In 
New York it sells all of the gas so 
transported to a single purchaser, the 
Republic Light, Heat & Power Com- 
pany, which in turn, as a public util- 
ity, sells the gas in certain areas of 
Chautauqua and Genesee counties. 
The pipe line by which petitioner 
transports gas in this state crosses 
public streets and highways at 132 
points, and in two places runs longi- 
tudinally in highways for 1,613 feet 
and 718 feet, respectively. The con- 


381 


sents of local authorities so to use the 
public streets and highways were ob- 
tained by the petitioner at the time the 
line was constructed. The approval 
of the Public Service Commission 
was not then sought. The statute 
(Public Service Law, § 68) provides 
that no gas corporation shall begin 
construction of a gas plant without 
first having the permission and ap- 
proval of the Public Service Commis- 
sion. Power to grant such permis- 
sion is vested in the Commission 
whenever it shall determine that the 
exercise of the right, privilege, or 
franchise “is necessary or convenient 
for the public service.” The petition- 
er applied in December, 1936, to the 
Public Service Commission for ap- 
proval and permission nunc pro tunc 
to construct the line which had there- 
tofore been completed, and to exercise 
the privileges and rights in public 
streets and highways theretofore 
granted by local authorities. The 
Commission denied the application on 
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the ground that the petitioner, as a 
business corporation engaged in pri- 
vate transportation of gas-and not a 
public utility, was not entitled to re- 
ceive or to exercise the permission and 
consents to local authorities so to use 
public streets and highways. 

The relief sought by the petitioner 
is that the order of the Public Service 
Commission be “reviewed and set 
aside” in pursuance of the seventy- 
eighth article of the Civil Practice Act 
(§§ 1283-1306). This article, added 
by Chap. 526 of the Laws of 1937, 
and now effective, supersedes our for- 
mer procedure in respect of certiorari 
to review, mandamus, and prohibition. 
It consolidates the practice relating to 
these kinds of relief. Its design, at 


least, is in the interest of simplifica- 
tion, and it admits of that relief with- 
in the jurisdiction of the supreme 
court at its special term or appellate 
division, that may be appropriate to 


the facts alleged. It fixes definite lim- 
itations of time (§ 1286) ; reiterates 
and somewhat enlarges the meaning 
of terms long used in our practice 
(§ 1284); provides quite definite 
rules of pleading which, in general, 
follow those applicable to an action 
(§§ 1288, 1291, 1292); provides ex- 
pressly for objections addressed to the 
pleadings (§ 1293), for the manner 
in which the proceeding shall be in- 
stituted (§ 1289), and for the pro- 
cedure before the court (§§ 1295 and 
1296). It broadens the scope of the 
relief to be granted and removes tech- 
nical limitations that have, in the past, 
frequently stultified an adequate rem- 
edy appropriate to the facts (§ 1300). 
The jurisdiction of the special term is 
enlarged. 

[1] An answer has been interposed 
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by the respondents containing denials 
of certain allegations of the petition, 
but, read in its entirety and in the 
light of the affirmative matters plead- 
ed, and under the concessions made 


by counsel, no triable issue of fact is % 


presented within the meaning of 
§ 1295. It is undisputed that the pe- 
titioner is a business corporation and 
not a public utility; that its pipe lines 
are used in interstate commerce, and 
that it has obtained permission from 
local authorities to lay such lines in 
public streets and highways. These 
are the essential facts upon which a 
review is sought. The competency 
and value of the proof adduced in 
support of the determination made by 
the Public Service Commission are 
neither challenged nor sought to be 
reviewed by the proceeding. The is- 
sue is therefore not one which, under 
subdivisions 6 and 7 of § 1296, re- 
quires the transfer of the proceeding 
to the appellate division. It falls with- 
in subdivision 5, and, perhaps, also 
subdivision 3 of that section. The 
special term, accordingly, is required 
“to dispose of the cause on the mer- 
its.” These facts distinguish the case 
from that decided by this special term 
in Foy Productions v. Graves (1937) 
164 Misc. 479, 299 N. Y. Supp. 671. 

[2-4] The petitioner contends that 
the Public Service Commission has 
no jurisdiction over it as a business 
corporation. A “gas plant,” among 
other things, is property operated or 
used in connection with the conveying 
or transportation of natural gas. 
Public Service Law, § 2, subd. 10. A 
“gas corporation” is one which owns 
or operates a gas plant. Section 2, 
subd. 11. The exceptions in the sub- 
division do not apply to the petition- 
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er, The petitioner, accordingly, is a 
“sas corporation.” As such it can 
neither begin the construction of a 
gas plant nor exercise any right or 
privilege under any franchise granted 
to it without “first having obtained 
the permission and approval” of the 
respondents. Public Service Law, 
§ 68. Whatever may be the infirmi- 
ties of the general jurisdiction of the 
Public Service Commission over the 
petitioner as a business corporation 
not engaged in service as a public 
utility, it must be deemed to have ju- 
risdiction over that branch of its cor- 
porate activity which is devoted to the 
construction of a gas plant and the ex- 
ercise, aS a gas corporation, of rights 
or privileges under a_ franchise. 


Those are the only subjects relating to 
the petitioner in which the respond- 
ents attempted to exercise jurisdic- 
tion. 

[5] The permanent nature of the 


structures under public streets and 
highways and the continuous use in 
which they are employed renders the 
permissive right to enjoy them “fran- 
chises” within the fair intendment of 
§ 68. In that section “franchise” and 
“consent” are apparently used in ref- 
erence to the same right or privilege. 
These consents are not mere permits 
for tempce:ary or extraordinary uses 
of public property, but they are such 
a permanent occupation that, under 
whatever other name they may be 
called, they come within what is in- 
tended to be described in the Public 
Service Law as a franchise. 

The classic definition of a franchise 
was given long ago. “A franchise is 
a special privilege conferred by gov- 
ernment on individuals, and which 
does not belong to the citizens of a 
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country generally, by common right.” 
Curtis v. Leavitt (1857) 15 N. Y. 9, 
170. See, also, Bank of Augusta v. 
Earle (1839) 13 Pet. 519, 10 L. ed. 
274; Rhinehart v. Redfield (1904) 93 
App. Div. 410, 414, 87 N. Y. Supp. 
789; Waterloo Water Co. v. Waterloo 
(1922) 200 App. Div. 718, 721, 193 
N. Y. Supp. 360; Smith v. Mayor of 
New York (1877) 68 N. Y. 552, 555; 
26 C. J. 1008. 

The power to grant a franchise for 
a special use of a public street or 
highway resides in the state. It is 
exercised usually through delegation 
of the power to local authorities. 
Ghee v. Northern Union Gas Co. 
(1899) 158 N. Y. 510, 513, 53 N. E. 
692. The delegation rests upon ex- 
press authority. It has been said the 
duty to serve the public “goes hand 
in hand with the privilege of exercis- 
ing a special franchise by the 
occupation of the public highways.” 
Cardozo, J., in People ex rel. Cayuga 
Power Corp. v. Public Service Com- 
mission, 226 N. Y. 527, 532, P.U.R. 
1919F, 350, 353, 124 N. E. 105, 106. 
The relationship between the duty and 
the privilege is not fully interdepend- 
ent, however, where there is an ex- 
press delegation of power to grant the 
franchise on one hand, and an ullti-: 
mate public benefit to be obtained on 
the other. A contrary result would 
place too narrow an interpretation on 
what was said in the Cayuga Case. 

[6] Express statutory authority 
exists for the granting of franchises 
to this petitioner by the proper au- 
thorities. It has obtained the per- 
mission of the county superintendent 
of highways where its pipe line 
crossed county highways. Highway 
Law, § 130. It has obtained the per- 
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mission of the state department of 
public works where it crossed state 
highways (Highway Law, § 52), and 
it has obtained permission of the town 
board where town highways were in- 
volved. The principal contention of 
the respondents is that the town 
boards were without authority to 
grant the privilege within the scope 
of the delegation of power to them 
by the legislature. Town Law, § 64, 
subd. 7. Such boards may, under 
that statute, grant franchises, permis- 
sions, or consents “for any specific 
purpose authorized by law.” I agree 
with the respondents that the purpose 
authorized by law, as far as this pe- 
titioner is concerned, is not to be 
found in the Transportation Corpora- 
tions Law. The petitioner does not 
fall within the definition of a “gas 
corporation” provided by that statute 
(§ 10), or may the petitioner, under 
the same statute, exercise the powers 
or obtain the consents of local author- 
ities enumerated in § 11, subd. 3. 


It has already been seen, however, 
that the petitioner is a “gas corpora- 
tion” within the definition of the Pub- 
lic Service Law. By necessary im- 
plication, under the provisions of 
Public Service Law, § 68, I think it 
may obtain consents of local authori- 
ties as a proceeding preliminary to an 
application for approval by the Pub- 
lic Service Commission of either the 
construction of a gas plant or the ex- 
ercise of the privilege of a franchise. 
That is “a specific purpose authorized 
by law,” and the petitioner is one of 
the kinds of corporations that may, 
as part of a proceeding antecedent to 
its application to the respondents, ob- 
tain such a permission from the local 
authorities. 
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The definition of a gas corporation 
given in the Public Service Law is 
broader in scope than that of the 
Transportation Corporations Law. It 
is contemplated apparently, and such 
is the contention of respondents, that 
a corporation which constructs a gas 
plant becomes a gas corporation for 
the purpose of public service adminis- 
tration, irrespective of whether such 
corporation is a business corporation 
or a public utility. If this were not 
the legislative intent, there would have 
been no need to add in the Public 
Service Law a further definition of a 
gas corporation than that already giv- 
en by the Transportation Corporations 
Law. To the extent it engaged in 
business as a gas corporation it could 
apply to the Public Service Commis- 
sion for permission to erect a gas 
plant and for approval of a franchise 
previously granted by the proper au- 
thorities. 

This corporation provides a means 
of gas supply to a public utility. It is 
engaged in a private business, but its 
business is closely related to the pub- 
lic interest. To carry the position of 
the respondents to its ultimate conclu- 
sion would operate to prevent the pur- 
chase of a supply of natural gas by a 
public utility from a private corpora- 
tion regardless of public necessity or 
convenience. 

[7] If every gas corporation, pub- 
lic or private, within the scope of the 
Public Service Law, constructing a 
gas plant or exercising a franchise, is, 
under the public policy of the state, 
sufficiently identified with the public 
interest to require the approval of its 
plant and the exercise of rights in pub- 
lic property under local consents by 
the Public Service Commission, as is 
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contended by the respondents, it is 
sufficiently so identified to be able to 
obtain the local consents prerequisite 
to such approval. If the statute is 
broad enough to confer this power on 
the respondents, it is broad enough to 
confer the privilege on the petitioner. 
If the petitioner’s business is suffi- 
ciently remote from the public inter- 
est, on the other hand, to preclude its 
exercise Of the privilege, it is suff- 
ciently remote to avoid the jurisdic- 
tion of the respondents. It would 
seem to follow, if this be the case, that 
the opinion of the Commission that 
the town authorities had no power to 
grant the consents or franchises be- 
cause not “authorized by law” under 
Town Law, § 64, subd. 7, would be 
entirely gratuitous. The place to test 
the validity of a franchise is in the 
supreme court at the instance of the 
people. Civil Practice Act, § 1208. 
I think the Public Service Commis- 


sion cannot determine the question of 
the sufficiency of the local consents 
unless it has jurisdiction of the peti- 
tioner, and, if it has jurisdiction, pe- 
titioner may properly apply for and 
obtain the consents. 


[8] It must be admitted that the 
permission to use the public property 
in state and county highways, when 
granted by the proper state or county 
officials, is wholly unhampered by any 
suggestion in the law that the use 
must be in the exercise of a public 
service. The distinction urged by the 
respondents relating to town authori- 
ties indicates no consistent public pol- 
icy of the state in the delegation of the 
power to grant such permits or fran- 
chises. A construction of the public 
policy of the state which would allow 
a private gas line to be constructed 
(25) 
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under a state or county road, but 
would prohibit it under a town road 
is to be avoided, if possible, and rea- 
sonable harmony given to the general 
scheme of such delegated powers. 
The consents of the state and county 
officials to use state and county high- 
ways for a gas plant are, however, 
franchises which, as well as those 
granted by towns, must be approved 
by the respondents before they may 
be exercised by the petitioner as a gas 
corporation. 

[9] In so far as the order of the 
Public Service Commission is sought 
to be reviewed and set aside on the 
grounds given for its decision, I think 
the relief should be granted. It is 
quite another thing, however, to re- 
quire the respondents to approve the 
plant and franchises of the petitioner. 
That they may be required to do, only 
if they determine that the right or 
franchise is necessary or convenient 
for the public service. The Commis- 
sion is required to determine that 
question. 

[10] The power to determine these 
questions, and its exercise by the re- 
spondents, places no burden upon in- 
terstate commerce. As far as this case 
is concerned, the Public Service Com- 
mission will determine whether the 
exercise of a special use of the prop- 
erty of the state of New York is in 
the public interest of the state. This 
is a matter for the legislature to de- 
termine, and it is a reasonable exer- 
cise of the sovereign power of the 
state. The petitioner, engaged in in- 
terstate commerce, is treated in pre- 
cisely the same manner as a similar 
gas corporation engaged in intrastate 
commerce. 

No costs. Submit order. 
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Note. In Re Penn-York Nat. Gas for construction of the gas transmission 
Corp. (N. Y.) Case No. 9036, January line. The Commission, however, de- 
25, 1938, the Commission granted nunc clared that restrictive provisions in per- 
pro tunc a certificate of -convenience mits granted by railroads for crossing 
and necessity approving the exercise of their lines were not in any way ap- 
franchises and local consent obtained proved by the Commission action. 
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The Dayton Street Transit Company 


The Dayton Rotini te Light Company 


[No. 1469.] 
(— Ohio App. —, — N. E. (2d) —.) 


Courts, § 7 — Jurisdiction — Declaratory judgment. 

1. Under the Uniform Declaratory Judgments Act the provision that courts 
“within their respective jurisdictions” shall have power to declare rights 
and legal relations does not relate solely to territorial jurisdiction or juris- 
diction of the parties, but to jurisdiction of the subject matter, and the 
provision that the application shall be to a court having jurisdiction to 
grant relief draws into question the jurisdiction of the court, whether terri- 
torial or otherwise, p. 390. 


Contracts, § 2 — Jurisdiction of courts — Declaratory judgment — Expired con- 
tract. 

2. In a controversy between a company operating railless trolleys and a 
public utility furnishing the electric power, in reference to the claimed 
overcharge for service, the court of common pleas has no jurisdiction nor 
authority to render a declaratory judgment as to whether any contractual 
relationship exists between the parties using and the parties serving elec- 
trical power or to declare the respective duties and obligations to be per- 
formed by the parties, where the petition discloses the fact that the con- 
tract between the parties, under which they formerly operated, has ex- 
pired by limitation and not been renewed or superseded by another con- 
tract, p. 390. 

Commissions, § 43 — Exclusive jurisdiction — Service and rates. 
3. The Public Utility Commission of Ohio has plenary and exclusive 
jurisdiction of public utilities furnishing service to the public and full 
jurisdiction to hear and determine all complaints that any consumer may 
make against the utility touching the adequacy of the service and the 
justness of the charges made by the utility, p. 391. 
Headnotes by the Court. 

Additional headnote by the Eprrors, 
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Courts, § 19 — Jurisdiction — Conflicting jurisdiction of Commission. 
4. The common pleas court has no jurisdiction to declare the rights of 
a transit company and an electric company from which it purchases cur- 
rent under the terms of the Public Utilities Act following expiration of 
a franchise, in view of the exclusive jurisdiction of the Commission over 
adequacy of service and justness of charges, p. 391. 


[December 23, 1937.] 


Y . giage: from order of Court of Common Pleas dissolving 

a temporary restraining order and dismissing a petition by 

a transit company for a declaratory judgment as to rights to 

electric service and rates therefor furnished by an electric utility 

company; demurrer sustained and cause remanded for final 
disposition. 


APPEARANCES: Philip H. Worman 
and Paul H. Blum, for plaintiff-appel- 
lant; Edwin P. Matthews and Charles 
P. Pfarrer, for defendant-appellee. 


GEIGER, J.: This case had its ori- 
gin in the court of common pleas of 
Montgomery county, Ohio, resulting 
in a finding of the court sustaining the 
demurrer of the defendant filed on the 


ground that the court has no jurisdic- 
tion of the subject of this action and 
because said amended petition does 
not state facts to show a cause of ac- 


tion. The court further states in its 
entry that being of the opinion and 
finding that the defects in the first 
amended petition and apparent on the 
face thereof, cannot be remedied by 
amendment, the court dissolves the 
temporary restraining order and dis- 
misses this case. The plaintiff below 
excepted to all findings of the court 
and gave notice of an appeal to the 
court of appeals from the final order 
rendered by the court of common pleas 
on the 22nd day of June, 1937. Said 
appeal is on questions of law. 

Parties will be referred to herein as 
they stood in the court below. Upon 
the filing of the original petition the 
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defendant moved to strike out numer- 
ous allegations, which motion was sus- 
tained and the plaintiff filed an amend- 
ed petition which the court now con- 
siders on the question of whether the 
same is demurrable. 


We summarize the petition as fol- 
lows: 

It is alleged that the Dayton Street 
Car Company is a corporation quali- 
fied as a public carrier and that the 
defendant, The Dayton Power & Light 
Company, is a corporation generating 
electrical energy for sale; that on Jan- 
uary 2, 1923, the two corporations 
contracted, in writing, for the defend- 
ant to sell and the plaintiff to buy elec- 
trical energy in accordance with the 
terms of said contract; that said con- 
tract expired on January 1, 1933, and 
that there has been no formal renewal 
thereof nor has a new contract been 
entered into, although the defendant 
continues to deliver electrical energy 
to the plaintiff. 

Plaintiff recites that in 1932 it dis- 
continued the operation of electric 
street cars and installed a system of 
electric trolley cars, known as track- 
less or railless trolleys; that as an in- 
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cident to said operation dual overhead 
electric trolley wires were installed to 
replace the single wire system as uti- 
lized for the operation of electric 
street cars; that the defendant had full 
knowledge of the inauguration of the 
new system and as a seller of electrical 
energy is now obligated to furnish 
said power in an adequate and proper 
manner without undue expense or un- 
reasonable outlay to the plaintiff in the 
use and cost of said power; that said 
plaintiff has continued to purchase 
power from the defendant for the op- 
eration of the new system and that all 
bills for the same were paid promptly 
as submitted, but that on or about the 
15th of December, 1934, without 


warning, the defendants submitted a 
bill for power allegedly consumed in- 
volving a large increase in excess of 
previous months and in excess of the 
same month for the year previous and 


in excess of the amount required for 
plaintiff's needs; that the plaintiff 
caused a survey of its system to be 
made, which developed no leaks or oth- 
er causes to account for the condition 
and that during the course of the in- 
vestigation the plaintiff paid to the de- 
fendant monthly amounts remitted as 
payment upon the account of the ad- 
justed amount, when the same might 
be agreed upon, which accumulated 
deferred sum now amounts to $5,- 
321.04. 

Plaintiff says that on the 11th day 
of June, 1936, it was visited by the 
agent of the defendant and informed 
that unless arrangements were made 
on the 16th of June, 1936, for the 
payment of the disputed amount said 
defendant would discontinue service 
to the plaintiff. 

Plaintiff says that the defendant is 
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the sole source of supply of electrical 
energy and that in the short period of 
time allowed, electrical energy from 
another source could not be procured: 
that if defendant refuses to supply it 
with electrical energy as it has threat- 
ened to do, the plaintiff will be unable 
to fulfill its franchise obligations to 
the city of Dayton, which will lead to 
great inconvenience of a large number 
of people and that in addition it will 
suffer the loss of its daily receipts for 
an unknown period of time, all to its 
irreparable damage; that the plaintiff 
is without adequate remedy at law to 
protect its rights; plaintiff says that 
due to the foregoing conditions and 
the failure of defendant to remedy the 
same, the plaintiff is compelled to pay 
to defendant for power it consumes a 
sum greatly in excess of defendant's 
published rates. 

The plaintiff prays that the public's 
rights be protected; that a temporary 
restraining order be issued restrain- 
ing defendant from interfering with 
the operation of the plaintiff’s public 
transportation system either by refus- 
ing to furnish current or otherwise 
and that upon hearing, defendant may 
be permanently restrained. 

As a further prayer the plaintiff 
asks that the court declare whether or 
not any contractual relationship exists 
between the plaintiff and the defend- 
ant and that if such relationship is 
found to exist, that the court declare 
all duties and obligations resulting 
from said contract to be performed by 
both the plaintiff and the defendant 
and that the court declare the cause of 
the excessive increase and charges 
made for electrical current by the de- 
fendant against the plaintiff and de- 
clare whether the plaintiff or the de- 
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fendant is responsible for the exces- 
sive charge by the defendant against 
the plaintiff and for other proper re- 
lief. 

As stated before, to this amended 
petition, a demurrer was filed and sus- 
tained. The gist of the petition is a 
complaint alleging that under a prior 
contract, now expired, the defendant 
furnished energy to the plaintiff's 
then existing street car system; that 
the plaintiff has discarded the old sys- 
tem and installed the new railless trol- 
ley; that for some reason unknown to 
the plaintiff and undiscoverable, the 
bills furnished by the defendant are in 
excess Of those heretofore rendered 
and that the plaintiff has reserved the 
payment of such increase for further 
adjustment and that the defendant 
has notified the plaintiff that unless 
this reserve amount be paid and the 
current bills paid as rendered, it will 
cease service to the detriment of the 
public and of the plaintiff. A declara- 
tory judgment is asked of the court. 

The plaintiff and defendant have 
both filed elaborate briefs, which we 
have carefully examined. 


Plaintiff's Brief 

Without commenting upon this 
brief in detail, we may point out the 
high-lights thereof. First it is main- 
tained that there never was and is not 
now any question or objection to the 
unit charge for the excessive kilowatt 
hours. It is only by the application of 
the rates to the actual increase in kilo- 
watt hours that dollars and cents are 
involved and that the first question 
becomes, “What is the contractual re- 
lationship between the parties?” It is 
queried that “If the excessive electri- 
cal energy is due to some engineering 


cause, then on what contractual rela- 
tionship can the responsibility there- 
for be placed ?” 

It is asserted that these questions 
were never disposed of by either party 
and that during the period of confer- 
ences, the defendant repudiated the 
last formal contract and yet relied on 
some of the terms thereof. 

It is pointed out that the plaintiff, 
at the time of the filing of the peti- 
tion, requested a declaratory judgment 
of the relationship between the parties. 
It is maintained the rate feature was 
first injected by the defendant in its 
brief on demurrer. The brief then 
takes up the question of the motion to 
strike, which we have already passed 
upon. 


Defendant’s Demurrer 


It is claimed by the plaintiff first, 
that the grounds upon which the peti- 
tion is assailed as demurrable do not 
appear upon the face of the petition 
and that it does not appear that there 
is any repudiation of the rate or any 
attempt to revise the same or any 
claim that it is unjust or in any way 
in dispute. It is admitted that power 
to fix rates is exclusively in the Pub- 
lic Utilities Commission of Ohio as is 
also the decision as to whether or not 
a rate is reasonable, but that the only 
matter involved in the petition is con- 
tractual rights. Counsel then cite a 
number of holdings of the Commis- 
sion and of the supreme court to the 
effect that the matter of contractual 
rights was within the jurisdiction of 
the court. Counsel then comments 
upon § 12102-1 of the Uniform De- 
claratory Judgments Act and asserts 
that the matter between the parties is 
within the declaratory judgment pow- 
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ers of the court and the claim is made 
that the court erred in sustaining the 
motion to strike and sustaining the de- 
murrer; that an adequate application 
for a declaratory judgment is made 
by the face of the petition and is with- 
in the jurisdiction of the common 
pleas court. 

Counsel for defendant filed an in- 
teresting and extensive brief, the sub- 
stance of which is that all the matters 
of controversy are properly within the 
jurisdiction of the Public Utilities 
Commission. 


Declaratory Judgments 


The statutes relating to declaratory 
judgments provide that courts of rec- 
ord within their respective jurisdic- 
tions shall have power to declare 
rights and legal relations; that a per- 
son interested under a written con- 
tract or other writings constituting a 
contract or whose rights are affected 
by statute, municipal ordinances, con- 
tract, or franchise, may have deter- 
mined any question of construction or 
validity arising under the instrument, 
statute, etc., and obtain a declaration 
of the rights, status, and other rela- 
tions thereunder and that the enumera- 
tion in certain sections does not limit 
or restrict the exercise of the general 
power conferred in § 1, in any pro- 
ceeding where a declaratory relief is 
sought in which a judgment or decree 
will terminate the controversy or re- 
move an uncertainty; that the court 
may refuse to render a declaratory 
judgment where such judgment, if 
rendered, would not terminate the un- 
certainty or controversy giving rise 
to the proceeding. The application 
therefor shall be by petition to a court 
having jurisdiction to grant the relief. 
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[1] Our first comment is that 
courts of record within their respec. 
tive jurisdiction, shall have power to 
render a declaratory judgment and 
that the application therefor shall be 
by petition in a court having jurisdic. 
tion to grant the relief. 

We are of the opinion that “within 
their respective jurisdictions” does 
not relate solely to territorial jurisdic. 
tion but to matters over which the 
court to which the application is made 
has jurisdiction irrespective of its 
geographical location and the provi- 
sion that the application shall be toa 
court having jurisdiction to grant the 
relief draws into question the juris- 
dictional power, whether territorial or 
otherwise, of the court. A _ proper 
declaratory judgment should termi- 
nate the controversy and remove an 
uncertainty. 

It will readily be perceived that if 
the court determines that the court of 
common pleas of Montgomery county 
had no jurisdiction of the matter pre- 
sented by the petition, that it has no 
power to render a declaratory judg- 
ment and further that if it has no such 
jurisdiction originally, any error it 
may have committed in sustaining a 
motion to strike certain matters from 
the petition is not prejudicial to the 
plaintiff. 

We have no difficulty in disposing 
of the first and second paragraphs of 
the prayer of plaintiff’s petition ask- 
ing that the court declare whether or 
not any contractual relationship exists 
and, if it does, to declare the obliga- 
tions resulting from said contract to 
be performed by both plaintiff and de- 
fendant. 

[2] The petition states that on or 
about January 2, 1923, the defendant 
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contracted in writing for the defend- 
ant to sell and the plaintiff to buy elec- 
trical energy; that said contract ex- 
pired on January 1, 1933, and that 
there has been no formal renewal of 
the same nor has any new contract been 
created. This is a declaration by the 
plaintiff that the contract formerly 
existing has expired and not been re- 
newed and this declaration seems to 
us effectual in determining adversely 
to the plaintiff his right to have the 
court declare whether any contractual 
relationship exists and to declare the 
obligations of each, resulting from 
such nonexisting contract. 

[8, 4] It is perfectly true that un- 
der the Public Utility Code, there is 
a contract upon the part of the defend- 
ant to furnish power to the plaintiff in 
accordance with its filed and approved 
schedule and likewise a contract upon 
the part of the plaintiff to pay for the 
same, but it could scarcely be asserted 
that, under the petition as framed, 
there is any right in the court to make 
a declaratory judgment as to the ex- 
istence of such statutory contract or 
the rights of the parties thereunder. 
Such matters are exclusively within 
the jurisdiction of the Public Utility 
Act. This would leave another ques- 
tion and that is whether or not the 
court of common pleas, having before 
it no existing contract, except so far 
as the same may be inferred from the 
fact that both parties are public utili- 
ties, and not having authority to pass 
upon the statutory contract existing 
by virtue of the Public Utility Act in 
the filing of the defendant’s schedule, 
could, upon the allegation that the de- 
fendant threatens to and will, unless 
restrained, deprive the plaintiff of the 
necessary power to the detriment of 
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the public and the defendant, exer- 
cise jurisdiction to restrain the defend- 
ant. 

We do not feel called upon to pass 
upon the question as to whether the 
court of common. pleas would have ju- 
risdiction to issue an injunction under 
such circumstances, nor do we think 
it of importance at this time, as pow- 
er is now being furnished and there 
is no present threat by the power com- 
pany to withhold it. 


Public Utilities Act 


In order to determine whether the 
Public Utilities Act gives exclusive 
control of these matters to the Public 
Utility Commission, we must examine 
the controlling statutes. The entire 
enactment is embraced within §§ 487 
to 614-128 General Code. 


Section 487 General Code provides 
that the Commission shall possess the 
powers and duties specified as well as 
all powers necessary and proper to 
carry out the purposes of this chapter. 

The act is made up of sections 
which formerly were applicable to the 
Public Service Commission and the 
Railway Commission and it is provid- 
ed that the Public Utility Commission 
is authorized to assume and continue 
as successor of the Public Service 
Commission. 

Section 614-2 gives appropriate 
definitions, among which is the fol- 
lowing: ‘When engaged in the busi- 
ness of supplying electricity for light, 
heat, or power purposes to consumers 
within this state, is an electric light 
company.” 

Section 614~2a provides that a pub- 
lic utility shall mean every corpora- 
tion defined in the next preceding sec- 
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tion with certain exceptions, not here 
applicable. 

It is therefore clear that the defend- 
ant is a public utility. 

Section 614-3 provides that the 
Public Utility Commission of Ohio is 
vested with power and jurisdiction to 
supervise and regulate “public utili- 
ties’ and to require all public utilities 
to furnish and produce and render all 
services exacted by the Commission or 
by law. 

Section 614-13 provides that every 
public utility shall furnish with respect 
to its business, such instruments as 
shall be adequate and in all respects 
just and reasonable and that all charg- 
es made or demanded for any service 
rendered shall be just and reasonable 
and not more than allowed by law or 
by order of the Commission. Every 


unjust and unreasonable charge made 
or demanded for any service or in 


connection therewith or in excess of 
that allowed by law or by order of the 
Commission is prohibited and declared 
to be unlawful. 

Section 614-18 provides that no 
public utility shall charge, demand, or 
receive a different rate for any serv- 
ice rendered than that applicable to 
such service as specified in its schedule 
and regularly and uniformly extended 
to all persons under like circumstances 
and for like service. 

Section 614-21 provides upon com- 
plaint in writing against any public 
utility or upon the initative of the 
Commission that any rate or charge is 
unjust or that any regulation, meas- 
urement, or practice affecting or re- 
lating to any service furnished by such 
public utility or in connection there- 
with is, or will be, in any respect un- 
reasonable or inadequate, the Commis- 
22 P.U.R.(N.S.) 


sion shall notify the utility of the com- 
plaint and the Commission shall, if it 
appear that there are reasonable 
grounds for the complaint, proceed to 
consider such complaint. 

Section 614-23 provides that when- 
ever the Commission shall be of the 
opinion that any rate, schedule, or 
service is unjust or the service inade- 
quate, it shall fix new rates. 

Section 614~-27 provides whenever 
the Commission shall be of the opin- 
ion that the rules, regulations, meas- 
urements, or practices of any public 
utility, with respect to public service, 
are unjust or unreasonable or that the 
equipment is inadequate or ineffi- 
cient, it shall determine the regula- 
tions and practices and services there- 
after to be installed, used, and ren- 
dered and fix and prescribe the same 
by order to be served upon the public 
utility and that it shall thereafter be 
the duty of the utility to obey the same 
and do everything necessary to carry 
the same into effect. 

Section 614-28 provides that when- 
ever the Commission shall be of the 
opinion that repairs or improvements 
and additions to the plant or equip- 
ment of any utility should reasonably 
be made in order to promote the con- 
venience or welfare of the public or 
in order to secure adequate service, 
the Commission may make appropriate 
orders with respect thereto. 

Section 614-36 provides that the 
Commission may ascertain and fix 
adequate and serviceable standards for 
the measurements of quality, pressure, 
initial voltage, or other conditions per- 
taining to the supply or quality of the 
product or service rendered by any 
public utility and prescribe reasonable 
regulations for examination and test- 
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ing of such product or service and for 
the measurement thereof and to estab- 
lish reasonable rules and standards to 
secure the accuracy o1 all meters and 
appliances for measurement, and ev- 
ery utility is required to carry into ef- 
fect all orders issued by the Commis- 
sion relative thereto. 

Section 614-37 provides that the 
Commission may provide instruments 
for and carry on the examination and 
testing of any appliance used for 
measurement of any product of a pub- 
lic utility. 

Sections 544 and 545 General Code 
provide for an appeal and reversal of 
the order of the Commission by the 
supreme court and § 549 provides 
that no court other than the supreme 
court shall have the power to review 
an order of the Commission or to in- 
terfere with the Commission in the 
performance of its duties. 

The statutes above referred to and 
others in the public utility chapter 
clearly demonstrate that the Public 
Utility Commission has full plenary 
and, we believe, exclusive jurisdiction 
of all questions relating to the matters 
referred to in the statutes. 

The Public Utility Commission is 
established for the purpose of exercis- 
ing exclusive jurisdiction over public 
utilities and their service to the public 
and may make such orders as to it may 
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seem appropriate, affecting the entire 
scope of operation of the utilities and 
their service to the public. 

If we examine the petition in this 
case, we find that all matters com- 
plained of can be adequately reached 
in the Public Utility Commission and 
it is quite evident that there was the 
legislative intention that it should have 
exclusive jurisdiction in these matters. 
Were it not so, the local courts would 
be clogged with public utility contro- 
versies. The Commission has ade- 
quate engineering and accounting fa- 
cilities to examine the controversy 
here set up and arrive at a proper con- 
clusion, to be incorporated in an or- 
der of the Commission from which 
order appeal may be taken directly to 
the supreme court. 

We are, therefore, of the opinion 
that the common pleas court of Mont- 
gomery county has no jurisdiction in 
this matter and that if it erroneously 
sustained a motion to strike, such or- 
der is not prejudicial error for the 
reason that there was no jurisdiction 
to make the order. The court below, 
in its opinion, correctly and concisely 
stated our position. 

Demurrer sustained and cause re- 
manded for final disposition in ac- 
cordance with the judgment below. 


Barnes, P.J., and Hornbeck, J., 
concur. 
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OREGON PUBLIC UTILITIES COMMISSIONER 


Re Portland General Electric Company 


[U-F-816, P.U.C. Or. Order No. 5177.] 


Security issues, § 130 — Procedure — Application — Issuance of notes. 
1. An application by a public utility company for authority to loan moneys 
to public utility subsidiaries and to receive from them demand notes in 
the amount of the loans appropriately comes under the provisions of § 
61-289, Oregon Code 1935 Supplement, which relates to the issuance of 
securities by public utilities instead of the provisions of § 61-280, Oregon 
Code 1935 Supplement, relating to the issuance of notes or loaning funds, 


p. 395. 


Security issues, § 39 — Necessity of Commission approval — Demand notes. 
2. Demand notes, the maturity of which is uncertain, are subject to § 
61-289, Oregon Code 1935 Supplement, relating to the issuance of securi- 
ties by public utilities, and the Commissioner’s approval must be obtained 


prior to their issuance, p. 395. 


Security issues, § 51 — Affiliated interests. 
3. Securities of public utilities issued in favor of their affiliated interests 
should and must meet the same statutory requirements, tests, and conditions 
as if such securities were to be issued and sold to the general public, p. 


395. 


Security issues, § 84 — Purpose — Reimbursement for moneys expended — 


Dividend payments. 


4. Public utility companies seeking to improve their cash position to en- 
able the payment of dividends so as to avoid an increased Federal tax 
burden on undistributed earnings may be authorized to issue demand notes 
to an affiliated company to raise such funds to the extent that the purpose 
of said notes is a lawful purpose—namely, for the reimbursement of 
moneys actually expended from income for construction purposes, p. 396. 


[December 30, 1937.] 


PPLICATION for authority to loan moneys to affiliated in- 
terests; loans and demand notes authorized. 


WaALLAceE, Commissioner: The 
above-entitled matter came before the 
Commissioner on a verified applica- 
tion filed in this office on the 24th day 
of December, 1937. 

Applicant is a corporation organized 
under the laws of the state of Oregon 
with its principal place of business in 
Portland, Oregon, and is a public util- 
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ity being engaged in generation, dis- 
tribution, and sale of electrical energy 
in the states of Oregon and Washing- 
ton. Yamhill Electric Company and 
Molalla Electric Company are wholly 
owned subsidiaries of applicant and 
are public utilities engaged in the busi- 
ness of distributing electrical energy 
to their patrons in the state of Ore- 
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gon. The Electric Appliance and Con- 
struction Company is a wholly owned 
subsidiary of applicant and is engaged 
in the business of selling merchandise 
and doing a general contracting busi- 
ness in the territory served by said 
Molalla Electric Company. Applicant 
and said subsidiaries are affiliated in- 
terests as such term is defined in and 
by § 61-281, Oregon Code 1935 Sup- 
plement. 

Authority is requested by appli- 
cant to loan to each of said subsidiaries 
the following amounts: 

Yamhill Electric Co. 

Molalla Electric Co. 

Electric Appliance and Construction Co. 

and to receive from each of said sub- 
sidiaries a demand promissory note 
without interest, payable to applicant 
in the amount of said loan as afore- 
said. 

[1-8] This application is appar- 
ently made under the provisions of 
§ 61-280, Oregon Code 1935 Supple- 
ment, which provides in part as fol- 
lows : 

“No public utility shall issue notes 
or loan its funds or give credit on its 
books or otherwise to any person or 
corporation having an affiliated inter- 
est, either directly or indirectly, with- 
out the approval of the Commis- 
sioner.” 

However, inasmuch as the Yamhill 
Electric Company and the Molalla 
Electric Company are public utilities 
and it is proposed that said utilities is- 
sue promissory notes evidencing such 
proposed loans, it would appear that 
the issuance of said proposed promis- 
sory notes appropriately comes under 
the provisions of § 61-289, Oregon 
Code 1935 Supplement, which section 
relates to the issuance of securities by 
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public utilities. Said § 61-289 ap- 
plies to securities payable at more than 
twelve months after date thereof and 
the question may be raised that inas- 
much as the obligations proposed to 
be issued herein are demand notes, 
said section is inapplicable. 

The maturity of demand notes be- 
ing uncertain, and such notes being 
susceptible of maturing at periods of 
more than twelve months after date 
thereof, it is the opinion of the Com- 
missioner that demand notes are sub- 
ject to said § 61-289 and the Commis- 
sioner’s approval must be obtained 
prior to their issuance. 

To hold otherwise would place upon 
the act relating to security issues of 
public utilities such an interpretation 
as would be plainly contrary to the 
evident intent and purpose thereof. 
Said act is existent for and because 
of certain definite reasons, causes, and 
purposes. It was enacted by the legis- 
lature in response to a pronounced 
and insistent public opinion and repre- 
sents the determined policy of the pub- 
lic to regulate and control the actions 
of public utilities so as to prevent a 
repetition of the certain manifest 
abuses from which the public had long 
suffered. This act and similar acts in 
other states made the Commissions 
guardians of the public by enabling 
them to prevent the issuance of securi- 
ties for improper purposes or in ex- 
cess of the value of the assets securing 
them, thereby protecting investors and 
also the ability of the utility to serve 
its patrons. 

One does not need an imagination 
to realize that if a public utility may 
issue demand notes with impunity and 
without the Commissioner’s authority, 
the plain and declared intent of the 
22 P.U.R.(N.S.) 
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legislature to make the issuance of se- 
curities by public utilities a special 
privilege and vest in the state the su- 
pervision, regulation, restriction, and 
control thereof, can be easily circum- 
vented and serious harm may come to 
investors and ratepayers alike. Securi- 
ties of public utilities issued in favor 
of their affiliated interests should, and 
must, meet the same statutory require- 
ments, tests, and conditions as if such 
securities were to be issued and sold 
to the general public. 

[4] According to said application 
the purpose of making the loans by 
applicant to its subsidiaries is to im- 
prove the cash position of such sub- 
sidiaries so as to enable the payment 
of the following dividends during the 
year 1937: 


be Ee 9 eter ars ere $35,000 
Doles Biecsic CO. os. so ccvisseceues 4,000 
Electric Appliance and Construction Co. 1,600 


and that unless such dividends are 
paid during said calendar year, such 
subsidiaries will be subject to an in- 
creased tax burden under the Federal 
Income Tax Act of 1936. 

Said § 61-289, heretofore referred 
to, provides that securities may be is- 
sued by public utilities solely for cer- 
tain purposes, namely, for the acqui- 
sition of property; for the construc- 
tion, completion, extension, and im- 
provement of its facilities ; for the im- 
provement or maintenance of its serv- 
ice; for the discharge and lawful re- 
funding of its obligations or for the 
reimbursement of moneys actually ex- 
pended from income, or from any oth- 
er moneys in the treasury of the pub- 
lic utility not secured by or obtained 
from an issue of stock or stock certifi- 
cates, or other evidence of interest or 
ownership, or bonds, notes, or other 


evidence of indebtedness of such pub- 
lic utility. 

The only purpose specified in said 
§ 61-289 which appears to be appli- 
cable to the notes proposed to be is- 
sued herein is for the reimbursement 
of the treasury of said public utility, 

It appears from the financial state- 
ments of Yamhill Electric Company, 
filed by reference in this proceed- 
ing, that since January 1, 1937, appli- 
cant has expended for new construc- 
tion the sum of $61,842, of which 
amount approximately $1,000 was pro- 
vided by the company’s depreciation 
reserve, and that for the eleven months 
of 1937 the said Yamhill Electric 
Company has earned an actual net in- 
come transferable to earned surplus 
of $39,258.48. 

Yamhill Electric Company as of 
November 30, 1937, had outstanding 
7,150 shares of $100 par value com- 
mon capital stock and general mort- 
gage 6 per cent gold bonds, Series A, 
dated January 16, 1931, in the princi- 
pal amount of $25,400. Said Yamhill 
Electric Company had owing to Port- 
land General Electric Company on 
open account as of November 30, 1937, 
the sum of $104,795.66. 

The financial statements of Molalla 
Electric Company disclose that since 
January 1, 1937, there has been ex- 
pended for construction purposes the 
sum of $14,008, of which amount ap- 
proximately $1,000 was provided from 
the company’s depreciation reserve. 
For the eleven months of 1937 the 
Molalla Electric Company earned a 
net income available for dividends of 
$3,750, and for the calendar year 1937 
same will exceed the amount of $4,000. 
As of November 30, 1937, said Molal- 
la Electric Company had outstanding 
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1,000 shares of common capital stock 
of $100 par value per share and gen- 
eral mortgage 6 per cent gold bonds, 
Series A, dated January 16, 1931, in 
the principal amount of $68,400. As 
of said date Molalla Electric Company 
owed Portland General Electric Com- 
pany on open account the sum of $61,- 
989.11. 

It appears from said financial state- 
ments that said Yamhill Electric Com- 
pany and said Molalla Electric Com- 
pany will have earned during the year 
1937 the dividends which are proposed 
to be paid and have expended from 
their treasury for construction pur- 
poses such earnings which are in ex- 
cess of the obligations proposed to be 
herein issued. It further appears that 
it would be proper and not inconsist- 
ent with the public interest to permit 
the said Molalla Electric Company 
and the said Yamhill Electric Com- 
pany to reimburse their treasuries by 
the borrowing of money from their 
parent company, Portland General 
Electric Company, in the amounts 
prayed for herein. 

The Commissioner by P.U.C. Ore- 
gon Order No. 3876 and by supple- 
mental order permitted and allowed 
Portland General Electric Company, 
Molalla Electric Company, Electric 
Appliance and Construction Company, 
and two other wholly owned subsid- 
iaries of Portland General Electric 
Company to consolidate and merge 
into the said Portland General Elec- 
tric Company. 

There is now pending before the 
Federal Power Commission of the 
United States an application on the 
part of applicant and said subsidiaries 
to consolidate and merge, and appli- 
cant states that if such application is 
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granted and the consolidation and 
merger consummated, the said notes 
will be canceled. 

Now, therefore, based upon the 
foregoing, the application and the rec- 
ords and files herein, the Commission- 
er finds and concludes as follows: 


I 


That Portland General Electric 
Company has filed an application for 
an order authorizing it to loan moneys 
to Yamhill Electric Company, Mol- 
alla Electric Company, and Electric 
Appliance and Construction Company 
in the amounts of $20,000, $4,000, 
and $1,000, respectively. 


II 


- That such loans are proposed to be 
evidenced by promissory demand notes 
payable without interest to Portland 
General Electric Company in the 
aforesaid amounts. 


Iil 


That demand notes issued by public 
utilities require the Commissioner’s 
approval thereof prior to such issuance 
and such notes can be issued only for 
one or more of the several purposes 
specified in § 61-289, Oregon Code 
1935 Supplement. 


IV 


That the purpose for which said 
notes are to be issued by the said Yam- 
hill Electric Company and the said 
Molalla Electric Company, and as set 
forth in the foregoing, is for a lawful 
purpose, namely, for the reimburse- 
ment of moneys actually expended 
from income of said public utilities 
for construction purposes, and that 
the money, property, or labor to be 
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procured and paid for by such issue is 
reasonably required for the. purpose 
specified therein, which purpose is not 
in whole or in part reasonably charge- 
able to operating expenses or to in- 
come. 


Vv 


That the Portland General Electric 
Company should be authorized and 
permitted, pursuant to the provisions 
of § 61-280, Oregon Code 1935 Sup- 
plement, to loan to its subsidiaries the 
following sums of money, to wit: 
Vemihill Wlectric -Go, ....6ceccccccces $20,000 
DAGEREG SIGCIIO TO, oo op diccevtaccees 4,000 
Electric Appliance and Construction Co. 1,000 
and to receive from each of said sub- 
sidiaries a demand promissory note 
without interest, payable to said Port- 
land General Electric Company in the 
aforesaid amounts. 


VI 


That Yamhill Electric Company 
should be authorized and permitted, 
pursuant to the provisions of § 61- 
289, Oregon Code 1935 Supplement, 
to issue after the effective date hereof 


and prior to January 15, 1938, a de. 
mand promissory note in the principal 
amount of $20,000, payable without 
interest to Portland General Electric 
Company, and to use the proceeds 
therefrom for the reimbursement of 
moneys actually expended from its in- 
come for construction purposes. 


Vil 


That Molalla Electric Company 
should be authorized and permitted, 
pursuant to the provisions of § 61- 
289, Oregon Code 1935 Supplement, 
to issue after the effective date hereof 
and prior to January 15, 1938, a de- 
mand promissory note in the principal 
amount of $4,000, payable without in- 
terest to Portland General Electric 
Company, and to use the proceeds 
therefrom for the reimbursement of 
moneys actually expended from its in- 
come for construction purposes. 


VIII 


That there should be filed in the of- 
fice of the Commissioner as soon as 
same shall have been executed, a true 
copy of each of said notes. 





UTAH PUBLIC SERVICE COMMISSION 


Re Southern Utah Power Company 


[Case No. 2042.] 


Rates, § 271 — Flat or meter — Electricity for irrigation pumping. 
1. An electric utility was authorized to file a metered rate for irrigation 
pumping and to withdraw present flat rate irrigation schedules where the 
proposed meter rate would result in increased cost for energy to some 
and decreased cost to others, p. 399. 

Rates, § 348 — Power for irrigation pumping — Minimum charge. 
2. A minimum charge of $18 per contract horsepower per season was held 
to be unduly high, and a charge of $15 was established, in connection with 
meter rates for electricity used for irrigation pumping, p. 399. 
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Payment, § 53 — Penalty charge. 


3. A 5 per cent penalty charge for nonpayment of electric bills for irriga- 
tion pumping was held to be unduly high, and a proper charge was held 
to be not more than 2 per cent, p. 399. 


Discrimination, § 99 — Electricity — Determination of horse power demand — 


Name plate rating. 


4. Determining the horsepower demand of a motor on its name plate rating 
would result in an unjust discrimination between customers, and it should 
therefore be determined on a measured basis, p. 399. 


[February 15, 1938.] 


- pena for permission to file metered rates for irriga- 
tion pumping to replace present flat rate schedules; meter 
rate schedules established in modified form. 


APPEARANCES: Durham Morris, 
for applicant ; Albert M. Marsden, for 
Parowan and Cedar Valley pumping 
associations. 


By the Commission: Under date 
of January 5, 1938, the Southern Utah 
Power Company made application to 
the Commission to file a metered rate 
for irrigation pumping, and to with- 
draw the company’s present flat rate 
irrigation schedules IP and IP-1. 

The matter came on regularly for 
hearing on January 11, 1938, before 
the Public Service Commission of 
Utah at Cedar City, Utah, after due 
and legal notice given interested par- 
ties. 

Protests were made at the hearing 
to various provisions of the proposed 
schedule by representatives and mem- 
bers of the Parowan and Cedar Valley 
pumping associations, and by other in- 
terested parties. 

[1-4] From the evidence adduced 
at the hearing for and in behalf of in- 
terested parties, and from the records 
and files in the case, which are made 
a part hereof by reference, the Com- 
mission finds: 

That the proposed metered rate will 
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result in an increased cost for elec- 
trical energy to the company’s pump- 
ing customers who now receive en- 
ergy under the present flat rate and use 
their pumps approximately 85 per 
cent or more of their previous con- 
tract periods. 


That the proposed schedule will re- 
sult in a reduction for all irrigation 
customers who now receive energy un- 
der the present flat rate and use their 
pumps approximately 85 per cent or 
less of the previous contract periods. 


That the minimum charge of $18 
per contract horsepower per season is 
unduly high, and should not be more 
than $15; that a 5 per cent penalty 
charge for the nonpayment of bills is 
also unduly high and should not be 
more than 2 per cent ; that determining 
the horsepower demand of a motor on 
its name plate rating would result in 
an unjust discrimination between cus- 
tomers and should therefore be deter- 
mined on a measured basis. 

It is therefore ordered, that the 
Southern Utah Power Company be, 
and it is, hereby authorized to file 
Schedule IP—M for irrigation custom- 
ers in Iron and Washington counties, 
22 P.U.R.(N.S.) 
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which shall contain the following pro- 
visions : 


PS. & Wy. 
Schedule IP-M 
Cancels Schedule IP Date: 
and Schedule IP-1 Effective: April 1, 1938 


SouTHERN UTAH Power CoMPANY 

IRRIGATION PUMPING METERED RATE 
ScHEDULE IP—-M 

Applying to the following territory: 

and Washington counties, Utah 


Iron 


Availability 

This rate is available to ali consumers in 
Iron and Washington counties, Utah, within 
reach of the existing lines of the company, 
who use the company’s standard service for 
pumping water for irrigation and stockwater- 
ing purposes. Service will be furnished only 
under contract for a six months’ pumping 
season. Service is available for motors of 
five to fifty horsepower at 6600, 220, or 110 
volts. Energy shall be metered by company- 
owned meters at 110 or 220 volts. 


Net Charges 
For the period from April Ist to October 
31st of each twelve months’ period the rate 
for the six months’ pumping season is as 
follows : 


First 500 kw. hr. per hp. of connected load 


@ 2.0¢ per kw. hr. 

Next 500 kw. hr. per hp. of connected load 
@ 1.6¢ per kw. hr. 

Over 1,000 kw. hr. per hp. of connected load 
@ 0.7¢ per kw. hr. 


Customers served under seasonal contracts 
may purchase energy during the period from 
the end of the contract season to April Ist 
of the following year at 1 cent per kw. hr. 


Minimum Charge 


Contract season: $15.00 per contract horse- 
power but not less than $15.00. 

Minimum monthly charge: $1.25 per month 
for first 5 horsepower plus 25 cents per month 
for each additional horsepower of total name 
plate rating of motors connected. 


Method of Billing 


Each consumer taking service under this 
schedule will be billed each month in accord- 
ance with his kw.-hr. consumption during the 
month but not less than the minimum charge 
listed above. 


Gross Bill 


The net bill, as calculated my Bn pes 
schedule shall be increased by 2. 
within ten days from date of biting. 
days after the end of the pumping season mn- 
= bills shall bear interest at the rate 

% per annum. 


Rules and Regulations 

In the event of outages or similar unfore- 
seen circumstances that would result in a 
temporary shortage of available energy on 
the company’s system, consumers on 
dential and commercial schedules may 
a priority over service supplied 
between rf Pp. M. and 11 Pp. m. during the 
of July, August, and September. The co 
pany will measure the maximum 1 1 
demand of the motor under normal o 
conditions and base the customer’s rr 
such measured demand. Service under 
schedule shall be in accordance with the 
of the contract between the consumer and | 
company and shall be subject to all rules a 
regulations of the company, present or t 
on file with, and approved by the Public 
ice Commission, and also on file and for 
tribution at the company’s office. 

Ordered further, that Schedules IP 
and IP-1, Irrigation Flat Rate, shall 
be canceled, and those customers now 
receiving service under Schedule IP- 
1, Metered Rate, who have motors of 
less than 5 horsepower rating be al 
lowed the option of continuing on that 
schedule, or on Schedule IP—M. 

Ordered further, that after a trial 
period of one year, the effect of the 
metered rate upon the company’s if- 
rigation customers who were previ- 
ously served by the flat rate shall be 
reviewed by the Commission and, if 
necessary, adjustments shall be made 
by the Commission in the provisions 
of the schedule, and the irrigation pow- 
er bills of the company’s customers 
for that period. 

Ordered further, that Schedule IP- 


M become effective April 1, 1938. 
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BETTER STEEL 


IN DEPENDABLE DODGE TRUCKS 


Amazing Advancements in Alloys 





Dodge eee ring => Fam .@ vital part of 
the rear axle assembly...is made from 
an especially hard, tough alloy, forged 


il- TA TROME CARBO CARBON STEEL UNIVERSAL 
JOINT BEARINGS —The roller bearings 

used in Dodge roller-bearing universal 
joints are a special type steel, chosen 
forextra hardness and toughness. Dodge 
engineers pioneered the use of roller- 
aring universals in low-priced trucks. 


VALVE SEAT INSERTS of Chromium-Molyb- 
fenum alloy—Dodge exhaust valves 
“seat” in these hard, tempered-alloy 
rings.. .pitting is checked, compression 
is improved, valve grinding expense is 
cut. Dodge’ engineers also pioneered 
this feature in low-priced trucks. 


Tune in on the Major Bowes Original 
Amateur Hour, Columbia Network, 
every Thursday, 9 to 10 P. M., E. S. T. 


Help Dodge 


Serey wy ea 


Brilliant Performance and Economy 


and processedin a special way. Picture 
above shows workmen forging the 
rough steel blank from which finished 
ring gear will be cut. 


HE use of finer steels in 

many vital parts has helped 
Dodge trucks win their repu- 
tation for all-around goodness 
and dependability. For years 
Dodge also has led the field 
in giving you the most ad- 
vanced features. Today, many 
truck buyers think of Dodge as 
a “high-priced” truck because 
of this famous Dodge inher- 


AUSTENITIC ALLOY EXHAUST 

VALVES—W hen full loads are 
hauled at top speeds, an in- 
ferno of heat is created where 
exhaust gases leave the en- 
gine. Dodge engineers use a 
special alloy... Austenitic 
Steel” for exhaust valves on 
Dodge trucks to save money. 


ent truck quality... yet today 

Dodge is priced with the low- 

est! Phone your Dodge dealer 

and ask him to send a truck to 

your place of business for 

you to try without obligation. 

DODGE 
Division of Chrysler Corporation 

AT LOW COST, BUDGET TERMS 
MAY BE ARRANGED 

This advertisement endorsed 

neering Department, DODG. 
of Chrysler Corporation 


NEW DODGE %-1 TON PICKUP—6-Cy1.,“L"-Head Engine — 136’ Wheel- 
base. Ideal for Public Utilities use. Sturdy, efficient... built to do a lot 
of hauling at a real saving on gas, oil, tires, upkeep. 
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Industrial Progress 





Business Machine Sales Up 
In Public Utility Field 


Gag ares sales of International Business 
Machines Corporation were slightly be- 
low several previous months, the company is 
now getting some good orders, particularly 
from the basic steel, oil and public utilities in- 
dustries, according to Thomas J. Watson, 
president. The company’s main plant at Endi- 
cott, N. Y., is operating full time and has a 
good number of orders on its books. Mr. 
Watson said he expected that earnings for the 
first quarter of 1938 would not be below those 
of the corresponding quarter last year. 

John G. Phillips, secretary and assistant 
treasurer of the company, was élected a direc- 
tor in place of W. F. Battin, resigned. Mr. 
Phillips will be made secretary and treasurer 
at the next directors’ meeting. Other directors 
were reelected. 


Sellman Heads AGA 
Testing Laboratories 


T. SELLMAN, assistant vice-president, 
N. Consolidated Edison Company of New 
York, has been appointed chairman of the 
managing committee of the American Gas As- 
sociation Testing Laboratories, to succeed the 
late John S. DeHart, of Newark, N. J., presi- 
dent of the Isbell-Porter Company. The ap- 
pointment was made by N. C. McGowen of 
Houston, Texas, president of the American 
Gas Association. 

The AGA Laboratories were established 
in 1925 as the official gas appliance testing 
agency for the gas industry of the United 
States and Canada. Mr. Sellman has been.a 
member of the managing committee since the 
formation of the Laboratories. 

More than 93 per cent of the 2,500,000 gas 
appliances produced and sold annually in the 
United States and Canada, are first tested and 
approved by the Laboratories. These ap- 
pliances bear the Laboratories’ approval seal 
which certifies that they conform with national 
requirements for safety, durability and effi- 
ciency. 

The Laboratories are located in Cleveland, 
Ohio, and Los Angeles, California. 


Murray Safety Slings 


A issued by the Murray Safety Sling 
Co., Inc., Pittsburgh, Pa., describes an 
improved plaited endless steel cable sling 
manufactured by this company for industrial 
and construction use. An important feature 
of this sling, which ranges in capacity from a 
few hundred pounds to 150 tons, is that it is 
so constructed that it will not kink. All hooks, 
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shackles and thimbles are made of for 
medium open hearth steel, and are weld 
An illustration in this booklet shows two’ 
ton Murray safety slings being used to han 
a 150-ton transformer. 

The Murray Company also manufactures 
safety steel chairs and aerial safety stands for 
use in all work where suspension of workmen 
is necessary. 


Rocking Ground Wire Bracket 


U SING a Clamp mounted on top of the device, 
a bracket for supporting overhead i] 
wires on wood pole lines, develo the 
Ohio Brass Company, Mansfield, Ohio, saves 


Rocking Ground Wire Bracket 

6 inches or more of pole height over previ 
designs. The bracket proper has two pin 
on which the clamp body rests. Two ca 
bolts hold the clamp to the bracket and see 
the keeper piece over the ground wire. 3 
the clamp pivots 15 degrees above or be 
the neutral position, ample clearance for ré 
ing action is provided. This flexibility, sim! 
to that afforded by a suspension clamp, ten@ 


to prevent damage to the grdund wire at he 
c 


point of attachment. The clamp seat is so 
signed that pressure is graded from a m 


mum at the keeper piece center to a minimum 


at the ends. e f 
Stringing the ground wire is facilitated with 

this type of device in that the wire can 

transferred directly from stringing blocks to 
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Distribution 
Transformers 





/\ 





ommand Attention 


@ Transformers with outstanding 
ords of low maintenance and conti 
formance under all types of wea 
tions command the attention of 
men everywhere. Wagner distrib: 
formers have built a reputation f 
satisfactory operation because meet 
necessary requirements essential for proper 
distribution of electric power. They contain 
such factors as: (1) carefully designed, pre- 
tested materials, (2) low electrical losses, 
(3) good regulation, (4) adequate safety 
features, and (5) details that make for ease 
of installation and maintenance. 

To enable you to select transformers that 
will meet your needs—Wagner distribution 
transformers are available in all standard 
types and ratings, in sizes up to 500 kva. 
Write today for your free copy of Wagner 
Bulletin No. 180. 





TD238-3BA 


Wagner Electric Grporation 


6400 Plymouth Avenue, Saint Louis,US.A 


LO) (@):4) TRANS! M 
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the clamp. The wire then is secured by simply 
placing the keeper piece over the wire and 
tightening the bolts. Total horizontal angles 
of 30 degrees are accommodated by the clamp 
seat, permitting use of the bracket for liberal 
line angles. Having a reversible keeper piece, 
the clamp holds any wire from % to 9/16 inch. 
Ample slip strength is provided for these wires. 


Stanley Tool Announces New 
Electric Screw Drivers 


S™ NLEY Electric Tool Division, New Britain, 
Connecticut, announces two new portable 
Electric Screw Drivers, Nos. O2 and O2ZH— 
powerful production tools for use wherever 
assembly work is done with screws or nuts. 
Advantages of these new screw drivers are 
their light weight, compactness and balance 
which perm't ‘their use for close-quarter and 
long-reach work. Both screw drivers are avail- 





able in four driving speeds and are equipped 
with patented adjustable tension clutch, an ex- 
clusive Stanley feature. No. O2 has an en- 
closed “on” and “off” switch mounted in the 
rear end bell. No. O2H has an “automatic” 
pistol type handle with a double pole, trigger 
type switch. 


Prevents Pipeline Corrosion 


I* the past the popular explanation for cor- 
rosion of underground metal pipelines has 
been but one word: “rust.” But recently science 
has quite definitely established that the action 
which causes this deterioration is galvanic in 
nature—and the result may or may not be 
rusting. Ford, Bacon and Davis, Inc., a New 
York City firm of engineers, prevents corro- 
sion of underground metal pipelines with 
“cathodic protection,” which involves intro- 
duction, into the galvanic circuits causing the 
corrosion, of what might be termed a neutral- 
izing voltage of the opposite polarity. Thus 
the galvanic or electrolytic action is stopped 
and corrosion is prevented. 

Alternating current is taken from an electric 
distribution system and stepped down with 
transformers for supply to a number of Gen- 
eral Electric copper-oxide rectifier units 
which supply the necessary direct current for 
operation of the protective equipment. 
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New Delta-Star Price List 
Available 


4 Delta-Star Electric Com R 
Block, Fulton Street, Chicago, low ’ 
for distribution a 12-page illustrated pric 
No. 31-G-1 devoted to conductor supports 
industrial crane application. Data is given 
track rail weights, areas and resistance ¢ 
pared with hard drawn copper cable, 
upon request. 


ae 


Vertical Electric Broiler: 


Ate type vertical electric broie 
(No. 200) is described in a bulle 
issued by The Griswold Manufacturing 
Erie, Pa. This type broiler, it is pointed 
permits faster cooking plus instant seari 
both sides of the meat, thus producing jy 
tastier servings. 

The vertical broiler reaches operating 
perature in 20 seconds and this eliminates 
necessity for idling between orders. 
broiler may be used at the counter to 
overhead costs and to take advantage of 
play cooking.” It may also be used in 
kitchen to supplement larger broilers by 
care of off-peak orders more econo 
The broiler measures 13 inches by 204 i 4 
by 263 inches high and weighs 68 pounds, 


Highway Lighting Bulletin 


HE need for highway lighting, as wellg 
recommendations to meet this n € 
covered in a new eight-page bulletin 
1097B published by the General Electric 
pany. Illustrations and descriptions of 
naires and accessory equipment include dis- 
cussion of arrangement and mounting 
of units. The booklet further recognizes the 
significance of the different road surfaces, 
colors, and widths. 
The different G-E luminaires have 
lighting characteristics, and sample 
show the performance of these luminai 
relation to unit height and street width, 
diagrams illustrate the construction of 
mended mast arms and steel poles. Table 
dicate prices of different parts listed. 


Koppers Co. Increase Sale 


ore Company’s annual report for 199 
recently sent to stockholders, 
large increases over 1936 in total sales, 
ployment and payrolls. Net income was 
increased proportionately, being restri 
increased wage scales, taxes and cost of 
plies. 
Net sales and operating revenues last ye 
totaled $47,374,871.53, an increase of n 
per cent over 1936. The company 
enlarged sales volume in practically a 
divisions and subsidiaries. vg 
Koppers Company divisions re resented in 
the report are: Engineering and Construction 


iy 
me 


IT of is 
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1938 LIGHTING 


Light Com- 
panies have 
prompted Mer- 
chants with 
modern ‘mer- 
chandising 
methods. Con- 
ditions as 
shown to left 
have been de- 
leterious to 
merchant’s 
progress and 
es. 


Results of 
Light Com- 
panies activi- 
ties are start- 
ling! New sales 
possibilities 
have been 
opened to Mr. 
Merchant. 
And, now 1938 
promises | still 
greater strides 
in LIGHT- 
ING! 


Ewin F. 











ComPaAny 


2615 Washington Blvd. 
St. Louis, Mo. 
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Division, Pittsburgh; Seaboard Division, 
Kearny, N. J.; Brooklyn Division, Brooklyn, 
N. Y.; Minnesota Division, St. Paul, Minn. ; 
Tar and Chemical Division, Pittsburgh; Bart- 
lett Hayward and American Hammered Pis- 
ton Ring Divisions, Baltimore, Md.; and 
Western Gas Division, Fort Wayne, Ind. 


G E Instrument Bulletin 


LS Serer vaned together instrumentation and ma- 
chinery for the betterment of industry is 
the primary purpose of a new house organ 
entitled “Instruments in Industry,” issued 
periodically by the Meter Division of the Gen- 
eral Electric Co. The many ways in which 
electric instruments can bring more and 
greater benefits to industry are presented and 
illustrated, and new products are announced in 
the columns of this periodical. 

Emergency testing, making plant surveys, 
testing new equipment, controlling production, 
and incorporation in the product itself are a 
few instrument uses in the industrial field. 
Likewise utilities and transportation com- 
panies are finding instruments invaluable in 
giving customer service. This publication, 
printed in small newspaper form, is distributed 
free of charge to industrial plants. 


Baker All-Steel Line Body 
Uses Chevrolet Chassis 


ye especially for the use of pub- 
lic utility companies, a new line con- 
struction truck with an all-steel body, built by 
Baker-Raulang Co., is mounted on a 1%-ton 
Chevrolet chassis with a 157-inch wheelbase. 

The entire body is made of steel including 
the telescoping steel roof and the floor, which 
is a 4-way tread, and skid-proof. 

The rubber goods compartment extends out 
over the cab which provides more interior 
room in the body itself. This rubber goods 
compartment is thoroughly insulated and ven- 
tilated. The cab itself accommodates a 5-pas- 
senger crew and built into the roof is an 
emergency man hatch which is opened to pro- 
vide an emergency exit. It also serves as a 
ventilator when needed for that purpose. 

This new Model 1480 encloses all ladders, 
pike poles and derrick, The ladder is mounted 


New Line 
Construction 
Truck for 
Public Utilities 
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within the body limits of the cab in a tunnel 
provided for that purpose. The ladder slides 
on rollers in the ladder berth and then js 


Interior View-of All-Steel Body 


secured in place—all in all affecting a complete 
ctastantiook appearance. 

Compartment doors incorporate the Baker 
patented watertight doors which insure the 
contents of these compartments against either 
rain water or water which might find its way 
in through washing. This is a very important 
feature and is of necessity in line construction 
work, 

According to the manufacturers, this size 
and style of line construction body mounted 
on 14-ton chassis reflects a trend becoming 
more uniform among utility companies who 


- find that chassis and body of this size are most 


acceptable for the greatest variety of uses. 


Smaller Outdoor Transformers 


NEw outdoor current transformer, equally 
A as accurate and dependable as the older- 
style transformer it will replace, yet only one- 
half the size and weight, has been announced 
by the General Electric Company. These new 
transformers constitute a complete line in the 
23- to 161-kv range, and are available with 
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TRANSFORMERS 


5000 Kw. 3 phase 
Self Cooled 


Some of the largest utilities in the country use Pennsylvania 
Power Transformers. The many economy-promoting advan- 
tages of these modern transformers are de- 
scribed and illustrated in Bulletin 340. 


Write for your copy 


TRANSFORMER CO. 


170le=ISLAND. AVENUE, 


PITTSBURGH ¢ PENNA. 
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either oil or Pyranol, a non-explosive, non- 
inflammable dielectric. 

This progress in transformer design means 
reduced handling expense, reduced mainte- 
nance cost, greater convenience and economy 
in installation, and conservation of mounting 
space, since the height has been reduced to 
hardly more than one-third and the weight 
cut fifty per cent. 

Despite the size reduction, accuracy is main- 
tained to a high degree. Tests show that there 
is small variation in ratio correction factor, 
even when the primary current is but 5 per 
cent of rated value. Likewise, ratio charac- 
teristics on over-currents are accurately re- 
tained. 


Crane Co. Introduces New 
Bar Stock Valves 


HREE new bar stock valves which have 
uses in almost every industry are being 
introduced by Crane Co., Chicago. These small 
3,000 pound W. O. G. plug type disc, globe and 
angle valves are called bar stock valves be- 














LS sive! ae 


New Crane bar stock valves. 











cause their bodies and bonnets are made from 
solid bar stock. They are considered ideal for 
connections on orifice meters, regulator leads, 
by-passes, gauges, for use as expansion valves 
on ammonia lines and for many similar serv- 
ices where accurate regulation of flow is de- 
sired or where parts of measuring instru- 
ments must be protected against the sudden 
release of high pressures. 

The Exelloy valves are particularly suitable 
for handling oil or gas containing sulphur com- 
pounds or for installations where steel valves 
do not have sufficient resistance to atmos- 
pheric corrosion. 

All of these valves may be packed when 
wide open when under pressure. They are 
furnished either in steel, Exelloy or 18-8 
chrome nickel alloy. 
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Gas Industry Prepares for 
1939 World’s Fair 


me will be used more extensively at 
New York 1939 World's Fair than at ay 
previous one, and its spectacular, dram 
and varied use there will insure a demand a | 
every future national and international exy 
sition, according to Hugh H. Cuthrell, p 
dent of Gas Exhibits, Inc., and vice-preside 
of the Brooklyn Union Gas Company, Ne 
York. ‘ 

Large volumes of gas will be required for 
an undertaking as great as the forthcoming ex 
position, Mr. Cuthrell explained. Enormous 
quantities will be used for cooking and w 
heating by dozens of large restaurants capable 
of serving tens of thousands of people; 
baking, food manufacture, and other prep 
tion processes in the industrial exhibits; 
colorful, dramatic display flares; for hea 
buildings during cold weather. This consump. 
tion will equal that of a fairly large city. 

The gas industry’s $750,000 exhibit, whi 
being managed by Gas Exhibits, Inc., the m 
profit corporation organized by several 
dred utility companies and manufacturers of 
gas appliances throughout the United b 
was the first industrial exhibit for 
ground was broken on the Fair site. The 
tral motif and focal point of the industry's ex- 
hibit, the majestic “Court of Flame,” will be 
an outstanding spectacle. i 


Capital Transit Grows 


|B bene the past year, street cars operated 
by the Capital Transit Co., Washi : 
D. C., made 16,366,391 miles. Capital Tr; 
buses on regular routes made 14,344,230 
or a total mileage for both types of vehicles 
30,710,621 in one year—an increase of 615, 
miles over 1936. ‘ 
During the year, the company bought 4 
new streamline street cars which cost 
and spent $44,635 on the rehabilitation of 2 
other street cars and $63,134 on other improve 
ments to street car equipment. “a 
Bus purchases during the year totaled 84, 
with a seating capacity of 3,428, which cost 
$932,631. The company spent $26,522 on route 
signs and other bus improvements. 


A.G.A.E.M. Range Campaign 


ucIAN Kahn, treasurer of the Estate Stove 
Company, of Hamilton, Ohio, has been 
appointed vice-chairman of the domestic g 
range division of the Association of Gas Ap- 
a and Equipment Manufacturers, Merrill 

. Davis, president of the Association has 
announced, 

Mr. Kahn will lead in formulating the na- 
tionwide sales promotional campaign on gas 
ranges to be launched soon by the Assoc 

The Association of Gas Appliance and 
Equipment Manufacturers is a cooperative em 
terprise of several hundred manufacturers 
the United States, Canada, and 
formed over two years ago for the pro 
and improvement of the gas industry. 
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YOU'RE THE DOCTOR 






For healthy water supply 
and sewage systems... 
prescribe Darling Valves 
and Fire Hydrants! 


Your choice of valves and fire hydrants 
can make a big difference in the health 
and well-being of the entire system. 
Choose the right valve and hydrant—and 


you will avoid plenty of trouble! 


Darling Valves and Fire Hydrants are 
designed and built to do a superlative 
job. Darling users will tell you that 
Darlings save money and worry—every 


day. 


Darling representatives have the experi- 
ence and skill to solve your particular 
problems. Get in touch with our nearest 


representative today. 


DARLING VALVE & MFG. CO. 


Williamsport, Pa. 





Representatives in: 
New York Houston 
Philadelphia Oklahoma City 
Pittsburgh Toledo 
Evanston, Il. 


The large barrel of the Dar- 
ling Fire Hydrant assures am- 


ple water supply at all times. 
Experience favors Darling 
Valves. 

For sewage disposal and fil- 


tration plants, Darling Gate 


GATE VALVES AND FIRE HYDRANTS [AARAROOeacs 


formance. 
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Instantaneous 
3 at 
Response” ‘he mi 





Operating floor of 350,000 
ib. boiler showing cross 
connections from the pul- 
verizers to give maximum 
flexibility in operation. 


FOSTER WHEELER CORPORATION, 165 Broadway, New York 


_FosTer W WHEELER | 
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CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO 
Canadian Hoosier ot Company, Lid. 


ERECTORS OF TRANSMISSION LINES 
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Make-up 


and Boost Turbine H ours 





Over half the power generated 

for industry in America comes 

from turbines using Gargoyle 

D.T.E. Oil Light. Socony- 

Vacuum’s experience with over 

9,000 turbines helps find oper- 
ating economies 


pea LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That iswhy more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tum © 
bine operation. This experience is made — 
available without cost to turbine men, ~ 
Pamphlets prepared on this subject will be ~ 


sent at your request. In addition, see the 
new movie called “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling” 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them to chalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCONY-VACUUM | 


OTL COMPANY 


nN WH 


n HAM MPAN 


MAKERS OF MOBILGAS, MOBILOII 


GARGOYLE INDUSTRIAI 


INCORPORATED 


“ a 


M 


LUBRICANTS 
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YOU'RE IN COMMAND 


helps to guide the entire industry in a 


UST as the captain's orders direct the 

progress of his ship, so do your orders 
direct the progress of the electrical in- 
dustry, for in every industry the buyer is 
in command, For example, the more orders 
that specify factory-assembled switchgear 
and substations, the greater will be the 
manufacturers’ efforts to develop this type 
of cost-reducing equipment. 


So it is with research, engineering, and 
load building. When the purchaser 
places his orders with the manufacturers 
who do this kind of work, he not only 
stimulates these essential services, but he 


forward direction. Also, he obtains—im- 
mediately—the greatest value for his 


equipment dollar. 


This power of direction—this ability to 
speed up the progress of the entire indus- 
try—is in a sense the biggest responsi- 
bility a purchasing agent has, for it is his 
opportunity to save—ultimately— 
millions of dollars in operating costs and 
bring to his company millions of dollars 
in increased revenue through new develop- 


ments and increased load building. 


GENERAL @ ELECTRIC 
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Who is the real friend of Labor? 


AT kind of future do these 
youngsters face? It is for us to de- 
termine. 


They were born in a country made great 
by the number and quality of its jobs. 

heir chance to make a good living 
will turn upon the freedom to create 
new enterprises, to give scope to new 
ideas, to offer employment, to put more 
comforts and conveniences in the hands 
of more and more people. 


What will be the source of their jobs? 


Their jobs get down to the men behind 
the jobs—to the enterprisers, proprie- 
tors, managers, to those who dig up the 
money to back a business and are re- 
sponsible for its solvency. 


Courage is their stock in trade. 


They have an idea for improving an old 
way or doing something in a new way. 
They see a market for it. 


In order to put a man on the job of 
making things for that market they 
must t provide plants and tools 
before “demand” begins to operate. 


But buying materials, setting up ma- 
chines, taking on personnel is not 
enough. Somebody has to find cus- 
tomers. Purchasing agents, stores, have 
to be convinced before they will stock 
the merchandise. 


The public must be told over and over 
again, of the worth of the things the 
worker makes. No holidays in that 
salesmanship. Let it lag and stock backs 


up in the warehouses and grows old on 


the shelves, factory schedules shrink, 
wheels stop, layoffs are an unpleasant 
necessity. 


Back of every job is a managerial skill 
that replaces the worn-out tools, per- 
suades new money to come in, that sees 
to it that the cash is always there for the 
regular payment of wages and salaries. 
Whatever balks or hinders the manager in 
this time-tested process comes home to the 
worker. What hurts the manager in his effort 
to bring workers and tools and customers 
together—by demagog and racketeer—hurts 
those who hope to give their youngsters a 
better start than they had . . . And what helps 
management helps you! 


If you are interested in a special pamphlet on 
this subject, write NATION’S BUSINESS 
No obligation. 


This advertisement is published by 


NATION'S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 





cate relations of government and business. The facts ~ 


published here are indicative of its spirit and content 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 7 
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Conveniently 
Time and Money 


Reduced rates have made it necessary tO put 


every possi 
near Doors can 

ward with th 

they allow space on 

be utilized. Perfectly © 
fortless operation the year 
and energy are conserved. 
individual opening, i 
keep expense are re 

of steel (oF other me 
protection against 

sion. All in all t 
doorway ! 
the word 
sures maximum 
cooperation that only 
service an 
Tell us your 


ustom 


a min 


“Kinnear” i 
economy --° 
Kinnear’s 


problem. 


installation cost and up- 
jnimum. 
give maximum 


43 years experience makes 


And Kin- 


ect. 
1 Opening Up- 


dow shade 
storage tO 
d for _ef- 


in addition to 

Manufacturers 

RoL-TOP Doors 
ade (wood oF steel). 

: They are made 

in old or new 

a catalog et complete 


made to the a 


abeled 
(wood or steel), 
and metal 


nation-wide 
possible. 


The KINNEAR Mfg: Co: 


2060-80 Fields Ave. 


Please send me your 1938 catalog 
the latest developments in Kinnear Doors 


This pa 
ge is reserv 
ed under the MSA PLAN (Manufactu 
Ma rers Service Agreement 
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whieh fully deseribes 
and 


Columbus, Ohio 


Door 





stee! Rolling Doors, Kinnear 
Sectiona! 
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THIS ADVERTISEMENT IS APPEARING IN HOTEL AND RESTAURANT F 





able 


é 


iT \) 


IMPROVE ITS FLAVO 
with ROBERTSHA 


AUTOMATIC HEAT CONTRO 


When acoffee or water urn blows off steam youbumup 
money! Water can’t get hotter than 212 degrees, There’ 

no sense in pouring heat into that urn when you car 
keep the water hot with one-quarter the gas. That's wh 

urns equipped with Robertshaw Automatic Heat Con 
trols save many dollars for users. They automatically 
regulate the water or coffee just under the boilingpoint. 
You can't waste gas! In fact, thousands of hotels and 
restaurants actually save the cost of Robertshaw Con- 
trols many times over. 

With Robertshaw Controls you keep brewed coffee 
flavorsome and sweet over longer periods and keep 
it at just the right serving temperature. That has saved 
many restaurants as much as 33'/% in cream bills. Use 
Robertshaw Controls, get coffee with real coffee flavor. 


Ask your Equipment Dealer or Gas Company to inspect your 
present urns. You may be able to install Robertshaw Auto 


matic Controls at very low cost and make great savings. — 


ren ai dic 
Oe] oe ek a. ned 53 “ ¥ 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
They Cost So Little—They Save So Much 


Be Bi Bile CR Nee RRND Bolg ET ene To RS RR) 
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@ Credited by impartial observers with being 
the biggest forward step in mechanical firing 
developed during the last 10 years, Stowe 
Stokers from Arkansas to Massachusetts are 
demonstrating the many exclusive features 
only they can offer. 

Instead of ramming the burning fuel and 
ashes into piles, retarding draft passage and 
stratifying the gases, as with earlier designs, 
Stowe Stokers maintain the fuel bed at even 
depth, side to side and front to rear, and move 
it toward the ash hopper slower and slower so 
that it does not burn thinner and thinner. 
Draft problems are minimized. Compartmented 


wind boxes and long rear arches are no longer 


Public Utilities Fortnightly 


Naan ce rreee nnn Rena ene TS 


necessary. A simpler, less costly furnace cham- 
ber results. 

Carbon loss in the ash is reduced sometimes 
by a full 50%. More uniform burning over the 
entire grate area, more rapid pickup and the 
ability to handle wide load swings without 
pressure fluctuation, are secured. Stowe Stokers 
have introduced a new era of more efficient and 
more profitable operation through lower steam 
costs. Write for a full de- 
scription and the illustrated 
catalog. It will pay you to 
investigate Stowe Stokers’ 
many exclusive features for 


your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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RILEY PULVERIZ 


in Central Stati 





A few Public Utilities using Riley Pulverizers , , 3 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTIN 
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BETTER STREET LIGHTING— 





INERT STEEL ALUMINA 


Backed by 60 Years’ Street Lighting Experience 


261 NORTH BROAD STREET 
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Pc ppicient Coal Handling 
6y LINK-BELT 


LINK-BELT EQUIPMENT 
FOR THE POWER PLANT 
INCLUDES: 
Conveyors of all types, such as 

belt, bucket screw, flight, drag 
chain apron, etc. 
Bucket carriers and elevators 
Skip hoists 
Feeders of all types 
Weigh larries 


Locofnotive and crawler type 
cranes 


Coal crushers 
Water intake screens 
Rotary railroad car dumpers 





@ This modern belt conveyor system, which is used at a 
large power station for handling and distributing coal to 
bins, represents the “last word” in low-cost, high-effi- 
ciency conveying. Each conveyor has a capacity of 325 
long-tons per hour. 

‘Link-Belt anti-friction idlers provide a low-maintenance- 
cost, practically frictionless road bed for the belt, which, 
with the Link-Belt self-propelling > TANK < type tripper, 
assures long belt life and dependable conveyor service. 

If you have a handling problem, put its solution up to 
experienced Link-Belt engineers. We build the complete 
range of conveying machinery. No task is too small or 
too large to interest us. Address Link-Belt Company, 
Chicago, Philadelphia, Indianapolis, Atlanta, San Francisco, 
Toronto, or any of our offices, located in principal cities. 


* 


— 


Underfeed screw type stokers 
5772-A 


—, 
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BEAUTIFUL 
EFFICIENT 
LOW PRICED 





You will discover new load build- 
ing opportunities in this new 
Permaflector Luminaire B-50 
that has everything—EYE AP- 
PEAL, PERFORMANCE AP- 
PEAL and PRICE APPEAL. 
The sleek flowing lines assume a 
simple pleasing shape that reflects 
the spirit of this streamline age. 
Its lasting beauty and adaptability 
to any interior will please your 
prospects instantly, and make 
sales easier. 

The Luminaire B-50 is equipped 
witha Permafiector which provides 
permanent, efficient distribution 
of light that will build satisfied 


customers and increased wattage. Pp | T T S$ B | R 6 ~ 


The low price of this unit is in line 
with present-day budgets. REF LECTOR COMPAN Y 
Write today for your copy of 
‘TWO NEW PERMAFLEC- Pittsburgh, (MR Revreventatives 
TOR LUMINAIRES” which Pom —_— 
gives complete data for sales and 
installation. 


PER 


PERMAFLECTOR * LUSTROLIERS * LUMINAIRES * SPOTLIGHTS * URNS 
FLOODLIGHTS' °- LAMPS v4 BUILT-IN CEILING UNITS ° ACCESSORIES 
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CONVINCING 
PROOF 


B 
Us Nee 


Anna Mé 
Rewired for 
The Department of Heavier loads, 


Interior Building 
Washington, D. C. 


op 
CRESCENT’S 


ability to produce the highest grad | 


INSULATED WIRE AND CABLE 


CRESCENT Wire & Cable installed in this 
group of buildings is insulated with CRES- 
CENT ENDURITE Rubber Compound, a 
superaging insulation, which due to its su- 
perior heat resisting and high dielectric char- 
acteristics, far exceeds Federal Specifications 
JC-106. If your job requires conductors that 
must meet abnormal temperature and aging 
conditions, get complete information on 
CRESCENT ENDURITE from the nearest 
CRESCENT representative. 








CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 





All types of Building Wire and all 
kinds of Special Cables to meet 
AS.T.M., A.R.A., |.P.C.E.A., and all 
Railroad, Government and Utility 
Companies’ Specifications. 
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lt Would Be Hard to Build a More 


€ 


, 


CHLORIDE 
BATTERIES 


Dependable Battery 


FTER nearly half a century — during 
which time it has served utilities and 
industrial plants all over the world — the 
Exide Chloride Battery remains, in the opin- 
ion of competent engineers, the best battery 
ever designed for control bus or other sta- 
tionary service. 


The active material of its positive plates 
—tightly coiled strips of corrugated lead— 
remains embedded in the alloy grids for 
years, while the material of the negative 
plates, virtually sealed up in boxes of per- 
forated sheet lead, gives an equally long and 
gratifying life. Our Bulletin 204, describ- 
ing this widely known and used battery, 
is yours for the asking. Write for a copy. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 











PA... 


The Larchmont 
L&H Electric—No. 8714A 

Divided top. Extra large oven 
with automatic temperature 
control. Multi-Speed Calrod 
unit. One piece top and back- 
guard. Beautiful white porce- 
lain enamel finish. 


A. J. LINDEMANN 


& HOVERSON CO. 
Milwaukee, Wis. 


The New 5 Heat 
Lf] Calrod Unit 


* TOP SPEED + HALF SPEED e 
¢ QUARTER ¢ THRIFT * WARM ¢ 


Here’s the fastest electric cooking unit—and 
the most flexible. “Warm” setting keeps food 
at warming temperature without drying out 
their goodness. Three speeds in between pro- 
vide economical heat for all intermediate cook- 
ing operations. “Top Speed” brings amazingly 
fast cooking service. One Multi-Speed L&H 
Calrod unit is furnished on most L&H Electric 
Ranges. 


Hldvaonced 
ELECTRIC RANGES 
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GOOD 
INSULATORS 


(V] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be 
found in the industry. 


ViIcToR made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 








PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 








Tce 


HI-PRESSURE CONTACTS 


characterize all 


Re lE swrenne EQUIPMENT 


“a 
P| 
ve 


The Hi-Pressure contact, a feature originated by 
The Railway and Industrial Engineering Com 
pany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a clean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
free from the arcing or spitting which interferes 
with proper radio reception. 


The original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
conditions for many years, 


RAILWAYaINDUSTRIAL | 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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with the Economy of 
‘ AVE INTERNATIONAL Tractors 


re ate, S 


An International T-20 TracTracTor filling-in and grading on new construction and right-of-way sear Coatesville, Pa. 


When costs pinch profits, look to your 
power and your power work methods. 
Many businesses have swept away seri- 
ous handicaps by scrapping obsolete 
equipment and methods and re-equip- 
ping with International Tractors. If you 
say the word, an International Harvester 
representative will go over your tractor 
needs with you and make recommenda- 
tions that can easily save many dollars. 
The International Harvester nameplate 
is your assurance of full power, high 


quality, and adequate service. Interna- 
fi onal dealers and Company-owned 

ranches have had a great deal of ex- 
perience with heavy-duty equipment. 
They know the service needs of ma- 
chines that do the world’s hard work and 
are equipped to back up every sale to the 
user’s complete satisfaction. The Inter- 
national Industrial Tractor line includes 
both wheel and crawler tractors (gaso- 
line and Diesel). Complete information 
sent on request. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated ) 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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MOUNTING! 


Sales of Amco “All Weather” Manila 
Rope to important public utilities indi- 
cate a strong preference for this fa- 
mous rot-proofed, water-proofed rope. 
Next time you order, specify 


AMCO 


“ALL WEATHER” MANILA ROPE 


MERICAN 


oO. 
MANUFACTURING r 


/ tip 
pPyvi¥i t ‘ 
ee 


PIR pos 
Pa ly < 
ae AL 
& West St Brook - 
Noble 


See American First 











Better Lines 
are built with 





PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U.S.A. 


—SINCE 1894 


HI-VOLTAGE INSULATORS 
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UNDERWRITERS Q) 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 

GROVP OD BES Stell ic 
GASOLINE - PETROLEUM 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AN 

NATURAL GAS 


SERIAL N° [as 


vty, ow Garey te aio | NATIONAL Carson Co. INC 
> Mernane Mixtures New YorK.NY. 











INDUSTRIAL 


ous atmosphere bear the inspection labels of both the U. S. 
eau of Mines and the Underwriters’ Laboratories. They are SAFE 
t the dangerous atmospheric conditions listed on the label. 
The new “Eveready” Safety Flashlights are of high quality semi- 
atd rubber reinforced with brass, with unbreakable, plastic lenses, 
pecial protected lamp and hand-replaceable, heavy-duty slide 
itch with positive “off” and “‘on” positions. Hexagonal heads 


ent rolling, ring-hangers add to convenience. 


ine, alcohol, ‘acids, alkali, are non-conducting and proof against 
pact and dropping. 


” 
“Eveready” Safety Flashlights resist water, -oils, greases, gaso- | TTT 
| 


Mui 
tee 


l 





Guard wire holds lamp in 

spring-loaded socket. Should 

— break, epcing ejects NATIONAL CARBON COMPANY, INC. 
ip-base, instantly opening 

cleunte clivaie and honing General Offices: New York, N. Y., Branches: Chicago and San Francisco 

hot filament against chilling Unit of Union Carbide (Tia and Carbon Corporation 

guard wire. 





The word “Eveready” is the trade-mark of National Carbon Co., Jac. 





f 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34," to 2!/,"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 te 
400 gallons per minute may be continuously 
produced by merely pouring additional sol 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 
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YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 




















COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 
The Type HY instruments combine a 


standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
ee minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD 
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PROFESSIONAL DIRECTORY 





— 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Ford, Bacon « David, anc. =x» case 
Engineers ABTRAIATS 
VALUATIONS AND REPORTS 


INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


NEW YORK 


SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


SAN FRANCISCO 








NEW YORK, N. Y. 


NEW ORLEANS, LA. 


MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reperts 
im connection with 


rate inquiries, deprecistion, fixed capital 
reclassification, original cost, security issues. 











EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 
Mapper Aero Vockiogne, 5 Cc 

ROBERT 8. 


RAINS 
Former Special Consultant 
Federal Communications Commission 











© This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investige- 
tions, design and construction. <e« 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
—Reporte—Examinations—Valuations 


20 North Wacker Drive Chicago, Til. 











Public Utilities Fortnightly 


I7’s hovew’ btw? that counts 


\ 
\ 
a 


in making Strand 


And there’s plenty of “know how” back of 
Bethlehem Strand—the accumulated experience 
of half a century of strand manufacture by 
Williamsport Wire Rope Company, recently ac- 
quired by Bethlehem. 

Take ground wire as an example. High-strength 
steel, possibly, may be specified. And 7-wire 
strand, double galvanized. Even with standard 
specifications covering these three points, Beth- 
lehem (formerly Williamsport) Ground-Wire 
Strand has won high favor among utilities and 
transmission-line construction men. 

‘‘Know how” has enabled Bethlehem to improve 
wire joints, for instance. Often such joints are so 
brittle as to snap as the strand is being strung. 
Bethlehem uses a time-controlled, low-tempera- 


BETHLEHEM STEEL COMPANY 


ture type of welding that produces an a 
strong joint and at the same time hardly affect 
the cold-drawn wire on either side. Gone are th 
sharp changes in steel composition caused by” 
sudden flashing and cooling—and gone are the 
weakness and brittleness so often found in 
joints... : 
A small point, perhaps. Yet wire joints - he 
most vulnerable points when stringing grov 
wire. With Bethlehem Strand, these joints 
no longer a problem. 

Whether it’s ground wire, messenger strand, o 
Form-set (preformed) guy wire; whether it 
galvanized or bethanized (electrically coated, 
you'll find this ‘“‘know how” invariably p : 
in Bethlehem Strand. a : 


STE 
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If this Housing ever 
Breaks or Distorts we 
will replace it Free. 


= RIZAID 


Wrench Housing Is Guaranteed 
to SAVE Your Company MONEY 


Here are cost reducing facts that appeal to your 
good judgment and your duty to economy. 





You can reduce your investment in ‘‘spare’’ 
wrenches by standardizing on RIZAIDs. Your 
men won’t break any housings, weak part of old 
style wrenches. These wrenches stay on the job 
because they’re all-alloy, safe and powerful. 


And because the housings won’t break, you save 
75% of your usual expense for wrench repairs. The 
more wrenches you have in use, the more that sav- 
ing runs into money—the more your credit for a 
profitable economy. 


Workmen take better care of RIZZAIDs because 


they like them. They enjoy working with them 
because of the fine balance, the comfort-grip I-beam 
handle, the full-floating no-slip no-lock jaws of 
chrome molybdenum alloy, the handy pipe scale on 
the hook jaw, the adjusting nut that spins easily 
in all sizes, 6” to 60”. 


Millions in use all over the world, busy cutting tool 
expense. Ask your Jobber. Buy them—they’re one 
way to help cure your headache of mounting ex- 
pense. 


® The Ridge Tool Co., Elyria, Ohio 


RIFSA0I End Wrench Is a Money-Making Time Saver 
In Every Kit 


This special RIGID gets at pipes 
against flat surfaces, in tight places, 
where regular wrenches are nearly 
useless. Same unconditional housing 
guarantee—no extra cost. Sizes 6” to 
36”. It pays to put them in every kit. 
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AND THAT'S EXACTLY WHATITIS! 


Ba IN “RIDE” ..This big Plymouth has the aR” IN POWER..E very Plymouth model 


most sensational ride in the lowest-price field. 


@aE IN SIZE_Of the 3 leading lowest-priced, 
cars, Plymouth is nearly 7” longer than one; 
more than 10” longer than the other. 
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EFORE you decide on any 

low-priced car, look at the 
many important advantages 
that Plymouth alone offers. 

No other low-priced car offers 
this comfort: “‘radio studio”’ 
sound-proofing...‘‘live’’ rubber 
body mountings...“‘chair-high” 
seats..,patented Floating Power 
engine mountings... big, air- 
plane-type shock-absorbers. 


PLYMOUTH BUILDS GREAT CARS 


No other low-priced car offers 
this safety: déuble-action hy- 
draulic brakes...an all-steel 
body with @ revolutionary, new 
Safety Styled interior. 
Takearidein the big, new1938 
Plymouth today! Telepho 


the same big, 82-horsepower “‘L-head” en 
' ...giving brilliant performance. 


‘E- IN ECONOMY... The“Roadking” saves 
gas, oil, all upkeep. Get the facts. 


as 85 


—“Detroit delivered price.” Plymouth“ 


dels as low as $645..,.“De Luxe” models slightly 





your Dodge, De Soto or Chrysler 
dealer. Noobligation,PLymourH 
Division oF CurysLer Corpo- 
RATION, Detroit, Michigan. 


higher. Plymouth prices INCLUDE ALL FéD- 
ERAL TAXES. State, local-taxes not included. 


TUNE IN MAJOR BOWES’ AMATEUS 
NETWORK, THURSDAYS, 9 TO 10 P.M. ra 


THE “ROADKIN 
THE “DELL 
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